The: Genference Board 
BUSINESS 
RECORD 


NATIONAL INDUSTRIAL CONFERENCE BOARD, INc. 
460 Park Avenue ’ New York 


June, 1956 Vol. XIII, No. 6 


CONTENTS 


REGULAR ARTICLES 
Third-Quarter Pivot ........ Sie ee ule sks nue aes eee 
Prices and Use of Power in the Home.................... 242 
Productivity Trends: II]. What the Averages Conceal..... 246 
Advertising in the Business Scene................ RY nese’ +H | 
The Trend of Inventories........................222.+..254 


Mergers and Property Transfers................. wees 266 


SURVEY OF BUSINESS PRACTICES 
A Drift Toward Decentralized Purchasing............ udugor 


REGULAR DEPARTMENTS 
Business Book Shelf .........................245, 253, 263 


Business Forecasts ................0cecececece Pee Cee Ak! 


Selected Business Indicators .....................+++++ +264 


The Conference Board Business Record is prepared by 


Division of Business Economics: Martin R. Gainsbrugh, Chief Economist and Director; 
J. Frank Gaston, Assistant Director; Albert T. Sommers, Assistant Director; Lucie Blau, 
Miriam I. Civic, Morris Cohen, Gertrude Deutsch, Theodore R. Gates. Shirley S. Hoffman, 
Bess Kaplan, George J. Katilus, Jr., Bella Kobocow, Milton Lipton, Hyman Steinberg. 


Division of Business Practices: G. Clark Thompson, Director; Arthur D. Baker, Jr., 
Michael L. Eby, Solomon Ethe, Enid Baird Lovell, John J. McMahon, Malcolm C, Neuhoff, 
Roger M. Pegram, George M. Umemura, 


Editorial Staff: Edward H. Everett. 
Statistics: Herbert J. Weinberger; Kenneth Frising, Pearl Paternoster, Jacob Rubinson. 


Charts: Paulette le Corre Lydon; Lawrence M. Osborne, Rosanne W. Reilly, Jacqueline 
Rothman, Madeleine Susswein, James W. Whittaker, Margaret E. Whittaker. 


The Conference Board 


BUSINESS RECORD 


June, 1956 


Copyright 1956 by 
National Industria] Conference Board, Inc. 


Vol. XIII, No. 6 


e In the Record « 


Looking for Direction 


What’s ahead for business? Declines in automobiles, 
housing starts and stock-market prices have dampened some 
of the previously prevailing optimism. While there are many 
elements of assurance, some of the developments suggest 
the approach of a genuine recession rather than continuation 
of the “rolling readjustment” to which we have become 
accustomed. The answer, in terms of a positive trend, may 
come out of the rambling currents of summer. Prospects on 
the eve of summer are discussed in ‘Third-Quarter Pivot,” 
starting on the next page. 


Some Inventory Ponderables 


How long can inventories grow? The climb has already 
lasted well over a year and in the very nature of things must 
come to an end sooner or later. In most weighings of the 
second-half outlook, inventory policy appears as a potential 
weakness, rather than a strength. Just the same, many of 
the inventory relationships are more favorable than they 
were in early 1953, ‘“‘a period which preceded a significant 
downtrend in business activity.” (Page 254.) 


In Search of a Productivity Formula 


Despite all the ink that has flowed, there is a lot yet to 
be learned about productivity. In this issue, we print the 
third and final in a current exploratory series on what we 
know. The first article, in the February Record, traced the 
contributions of labor and capital. The article in the April 
Record looked ahead to future trends in output per man-hour 
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and their dependence on business investment and spending- 
saving relationships. Starting on page 246 of this current 
issue, the irregularities of annual gains are discussed, as well 
as variations among industries and individual firms . . 


The Purchasing Function 


Is the trend toward decentralization .in manufacturing 
companies extending to the purchasing function? While 
there is some movement in this direction, it is not widespread 
enough to be called a trend, according to the Board’s latest 
survey of business practices. In fact, most of the 212 partici- 
pating companies have made little recent change in their 
purchasing organization. 

The article on page 257 discusses current organization in 
the purchasing field. Advantages of centralization and 
decentralization of the buying department and the difficult 
problem of measuring purchasing efficiency and effectiveness 


are also covered. 
ee @ 


Highlights on Advertising 


Advertising expenditures have quadrupled since 1942. 
Part of this increase is the result of rising costs. On the basis 
of a prediction made by the Joint Committee on the Eco- 
nomic Report on the expansion of personal consumption 
expenditures, which show a close correlation with advertising 
outlays, advertising expenditures may be around $15 billion 
in 1965. This would be roughly 4% of consumption spending 
predicted for that year. . . . As of now, the rise of television 
has caused some interesting shifts in the use of other media. 
(Page 251.) 


THIRD-QUARTER PIVOT 


The outlook for a year may take shape in the churning trends of midsummer 


strong cross currents that had been widely 
expected around midyear. 

In late April and May, the level of business con- 
fidence was subjected to an impressive set of 
deflators. The first of these deflators was the Federal 
Reserve’s mid-April increase in the discount rate— 
a move which has become a minor cause celebre in 
Washington. Shortly thereafter, confidence was bom- 
barded by a continuous series of reports on the fail- 
ure of a normal seasonal expansion to appear in the 
automobile market, and the resulting downward 
rescheduling of automobile output for the second and 
third quarters. At the same time, housing analysts 
were grudgingly reconciling themselves to the fact 
that the slack behavior of housing starts in the first 
quarter might not be a momentary phenomenon.'! 


SOME SECONDARY EFFECTS 


In early May, this combination began to produce 
secondary effects. The stock market entered on a 
sharp descent, giving up all the gains of March, and 
noticeably altering the psychological environment 
of the boom. The combined slack in residential con- 
struction and automobile production resulted in a 
new rapid rate of growth in the net supply of raw 
materials (notably steel and copper) available to 
other manufacturing industries, and further inventory 
accumulation began to seem unnecessary. To top it 
off, the textile industry was complaining about mar- 
kets and cutting back production at precisely the 
time when the industry’s notorious “two-year cycle” 
called for a peak and decline. 

By late May the accumulating impact of all these 
influences was such that the mood of business was 
conspicuously dampened, and concern over the trend 
in the last half of the year increased. The change in 
the business atmosphere was so marked that even a 
substantial upward revision of capital spending plans 
for 1956, as reported by McGraw-Hill, produced little 
in the way of an enthusiastic response from optimists. 

Certainly until May, it could be argued reasonably 
that despite the obvious drags attached to the busi- 
ness trend, total activity in the second half, at least 


1for a view of the housing trend as it appeared three months ago, 
see The Business Record, March, 1956, page 95. 


B: ALL indications, business has entered the 


238 


as measured by the gross national product, would 
average as high as in the first half, and perhaps 
somewhat higher. Underlying this semiannual fore- 
cast was some variety in quarterly patterns, one 
widely accepted pattern being a dip in the third 
quarter and recovery in the fourth quarter. 

The question posed by the news of the past six 
weeks is whether this outlook has been fundamentally 
altered, and whether it is now necessary to expect 
something more nearly resembling genuine recession 
than the rolling readjustment to which many more 
optimistic members of the forecasting fraternity have 
subscribed. In other words, is the impending third- 
quarter dip to be a one-shot shift in the level of ac- 
tivity, or a persistent accumulative downturn? 

To explore this question, there is no better way 
than to go back to the basic strengths on which fore- 
casts of at least stability in the second half—and up- 
trend in the last months of the year—were originally 
based. There were four such prospective strengths: 


e An emerging uptrend in housing construction, pre- 
mised mainly on a sharp rise in residential contract 
awards in late 1955 and the first three months of 1956; 

eA high level of business spending for plant and 
equipment in the last half—possibly a level higher than 
in the first half; 

o Stimulative wage increases shortly after the middle 
of the year as a result of a pattern-setting settlement in 
the steel industry, with or without a strike; and 

e Heavy automobile production and sales in the fourth 
quarter, partly reflecting the introduction of new models, 
and partly reflecting a carry-over of “open-to-buy” auto- 
mobile customers from the 1956 slack. 


RESIDENTIAL CONSTRUCTION 


The first of these four strengths is now in very 
equivocal condition. From October to about mid- 
April, the seasonally adjusted rate of construction 
contract awards rose at an encouraging rate, and 
seemed to be forecasting an upturn in both housing 
starts and the dollar value of residential construction 
work. At mid-April, this uptrend had not yet mate- 
rialized, and in late April the rate of awards dropped 
sharply. Awards continued at relatively low levels 
in the first three weeks of May. 

The timing of the change in direction in contract 
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awards suggests that the further tightening of credit 
in mid-April was at least a contributing factor 
(spokesmen for the industry have made it abun- 
dantly clear that they agree with this conclusion) . 
Doubtless, funds for construction loans, as well as for 
purchase mortgages, have been harder to come by 
throughout 1956 than might have been expected sev- 
eral months ago. In March, the value of new non- 
farm mortgage recordings was roughly 10% below 
the comparable month of 1955. A notably large part 
of this decline was concentrated in VA and FHA 
recordings, which may reflect the difficulties of buyers 
in locating funds at the modest VA-FHA rates. 

The level of housing construction is now health- 
fully deflated from the swollen volume of early 1955, 
and the money market may well loosen substantially 
(either by Federal Reserve action, or by natural 
forces) over the next several months. For both these 
reasons, the housing industry does not appear on lists 
of weaknesses in the second half. However, the trend 
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of the past two months has certainly removed hous- 
ing from the list of assured strengths for the third 
quarter. The fourth quarter is still anybody’s guess: 
residential building is one area where changes in the 
credit rules have in the past promptly affected the 
score. 


CAPITAL OUTLAYS 


While the outlook for residential building may 
have been somewhat dimmed by the performance of 
the past several months, the outlook for plant and 
equipment spending now appears a little brighter 
than it did six weeks ago. A recent McGraw-Hill 
survey of business intentions to spend on plant and 
equipment implies a considerable increase in the 
spending rate between the second and fourth 
quarters of 1956. A survey of the Department of 
Commerce, conducted two months earlier, had sug- 
gested approximate stability during the second half, 
at about the current rate. 


Business Expansion Continues But Pace Is Uneven 


The behavior of key economic indicators still points 
toward continued cross currents in the course of busi- 
ness activity. In April, gains outweighed declines, but 
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the balance was notably less marked than during most 
of 1955. 
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e Steel production, freight carloadings, and indus- 
trial stock prices continued in a rising trend, extending 
further their prolonged advance. Residential construc- 
tion contract awards and sensitive commodity prices 
also moved forward. 

e Average hours of work in nondurables manufac- 
turing turned up after declining for three months. 
And business failures showed improvement for the first 
time since last summer. 

e Manufacturers’ new orders for durable goods, how- 
ever, continued downward; and average hours of work 
in durables manufacturing were further reduced. Con- 
tract awards for nonresidential construction contract 
awards, paper production, and textile production also 
declined. 

Tue Conrerence Boarp’s diffusion index, which 
sums up the direction and duration of month-to- 
month movements among the statistical indicators, 
registered an average duration of expansion of +1.4 
months in April. The diffusion index thus rose modestly 
from its March reading, which recorded the narrowest 
margin in favor of expansion since August, 1954. 

In contrast to the diverse movements among indi- 
cators of business activity, the trend of wholesale 
prices is broadly upward. In recent months, the dif- 
fusion index constructed around the commodity groups 
entering into the wholesale price index has risen 
sharply in response to more pervasive and persistent 
increases than had occurred at any time since early 1951. 
—M. L. 


Note: The “diffusion” method of summarizing the behavior 
of business indicators is described in detail in The Conference 
Board’s Technical Paper, No. 5, “Cyclical Diffusion: A New 
Tool for Business Analysis.” 


The Offsetting Trends in Durables 
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For the past nine months, the sideways move- 
ment of the business trend has represented a broad 
averaging of sharp declines in the consumer sector 
and sharp advances in the business sector. From 
CONSUMERS’ the third quarter of 1955 to the first quarter of 

DURABLES 1956, those gross national product components 
which represent consumer demands for long-lived 
goods (consumer durables and residential building) 

4 declined about $5 billion. In the same period, busi- 
PRODUCERS y= ness demand for such goods (producer durables and 
Nu DURABLES 7 nonresidential construction) rose about $2 billion. 


el 


These conflicting trends apparently continued in 
the second quarter. It is noteworthy that the 
RESIDENTIAL CONSTRUCTION same offsetting patterns appear within durables 
manufacturing and construction activity. While con- 
sumer durables demand has fallen, demand for pro- 
NONRESIDENTIAL ducer durables has risen; while residential building 

CONSTRUCTION has subsided, nonresidential building has risen. 


1953 1954 1955 1956 


Source: Department of Commerce. Figures are in billions of dollars, 
seasonally adjusted at annual rates. 
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Some of this encouraging difference may be at- 
tributed to higher price levels assumed by reporting 
companies in the later McGraw-Hill report, and part 
of it may be attributable to the fact that the 
McGraw-Hill survey is more heavily weighted by 
large firms than is the Commerce-SEC survey. It 
is also true that materials shortages, and/or credit 
stringency, may cause actual outlays to fall below 
anticipated levels for the last half. Nevertheless, 
pending the results of the next Commerce survey (to 
be released at mid-June), present indications are that 
outlays will be moderately higher than originally an- 
ticipated in the third quarter, and perhaps also in 
the fourth quarter. 


WAGES IN BASIC TREND 


Nothing of any importance has happened to the 
outlook for wage rates themselves in the past several 
months. Reduced automotive production schedules, 
by their impact on the steel outlook, are doubtless 
altering the environment in which the steel wage 
negotiations are taking place—perhaps stiffening the 
attitudes of both management and labor—and a 
strike appears more likely than it did before the full 
extent of automotive cutbacks was known. Because 
of the crucial impact of a steel strike on business 
conditions, the alteration in the steel market has 
certainly clouded the outlook, but not specifically 
with respect to wages, whose basic trend in 1956 now 
seems little changed from what it was several months 
ago. 

With respect to the automobile industry itself, the 
news of the past several weeks has been unsettling 
and in fact bearish for the short term, but reassuring 
and perhaps even bullish for the longer term. The 
question is whether the shorter-term or the longer- 
term consequences will be dominant late in the last 
half. 

In the 1956 automobile market, cash demand has 
always been weak; the strength in new-car sales in 
the first few months of the year emanated mainly 
from the credit market, where volume remained as 
high as it was in 1955. The failure of the normal 
seasonal expansion of demand to make its appear- 
ance in late March, April and early May is evidently 
attributable to a sharp downward shift in the season- 
ally adjusted rate of new-car sales on credit. 

While the effect of this decline in the credit market 
has been to multiply the problems of the automobile 
assemblers and their suppliers in the second quarter, 
and doubtless in the third quarter, it may be that it 
augurs well for the fourth quarter, and perhaps for 
the first half of 1957. In early 1956, outstanding 
instalment debt was rising at a seasonally adjusted 
rate of $3 billion, as contrasted with the $5.5-billion 
increase during 1955. By all indications, the net in- 
crease in instalment credit outstanding in the second 
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quarter will be considerably below that figure, and 
perhaps even zero (indicating a balance between 
extensions and repayments). 

Such a pause in the historic postwar increase in 
personal debt certainly does not, by any means, 
resolve all concern over the subject of debt. But it 
may be a better augury for 1957-model sales than a 
continuing rise in instalment debt throughout 1956. 
It is possible to interpret it as an accumulation of 
personal funds (or of open-to-buy credit positions) 
for the 1957 models when they make their appear- 
ance. 


AUTOMOBILES—INVENTORY FOCUS 


It should be a source of some reassurance that the 
single most pronounced downtrend in business con- 
ditions in the second quarter of 1956 has been in 
automobiles and automobile credit, where some ad- 
justment was obviously and urgently in order. How- 
ever, it is reassuring only so long as existing trends 
in the automobile industry do not by themselves so 
alter general business conditions as to precipitate 
general recession before the automobile situation is 
cleared up. In this sense, the outlook for the last 
half amounts to a race—between gradual improve- 
ment in the overbought, overborrowed condition of 
automotive dealers and customers, on the one hand, 
and the immediate downdrag exerted on a wide range 
of industries by the sharp drop in production and 
purchasing by the automotive industry. 

It does not now seem very likely that the resources 
released by the automobile industry will find their 
way into voluntary inventory accumulation after 
the midyear, and inventory demand, which was a 
strength of the first half, is on most lists of weak- 
nesses for the second half. 

The latest detailed figures on manufacturing inven- 
tories available at this writing are for the end of 
March. At that time, inventory-sales ratios were 
not alarming, and accumulation bore the stamp of 
intentional speculation. By May, however, there was 
growing uneasiness evident among purchasing agents, 
as inventories continued to rise while sales weakened. 
Doubtless by June the hard-goods industries will have 
had their fill of accumulation, steel strike or no steel 
strike, price rise or no price rise.1 And it is also clear, 
as a consequence, that production rates in steel and 
perhaps among other durables-supplying industries, 
will decline considerably at the beginning of the 
second half. (A strike, of course, could concentrate 
the decline into a relatively short period.) 

This trend toward liquidation will evidently co- 
incide with a period during which the automobile 
industry will have curtailed production to the lowest 
point in several years. It is important to note, in 


(Continued on page 272) 
1See “The Trend of Inventories,”’ page 254. 
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PRICES AND USE OF 


he GREAT CHANGES in the living habits 
of American families during the past twenty 
years are partly responsible for the tremendous 
growth in the domestic consumption of energy—both 
gas and electricity. 

As can be seen in the accompanying chart, resi- 
dential consumption of gas is now five times what 
it was twenty years ago and that of electricity 
almost nine times! For both, the main part of the in- 
crease came after 1945. And the rate of growth since 
then has been steady and sustained, as the almost 
straight lines in the chart show. 


THREE MAIN CAUSES 


The spectacular growth in the use of gas and 
electricity stems from three main causes: the growth 
in number of households; the growth in prosperity, 
which has made gas and electricity a standard con- 
venience; and, thirdly, the many more uses energy 
has been put to in the home. 

The first factor cannot account for much of the 
increase, since there are only 50% more households 
as compared to the much greater increases in gas and 
electricity sales. 

Almost the same argument holds for the second 
factor. According to the expenditure survey of wage 
earners and clerical workers for 1934-1936, conducted 
by the Bureau of Labor Statistics, 98.37% of all 
homes surveyed were equipped with electric lights 
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and 89.8% had gas or electricity for cooking. Since 
the survey included urban families only, the average 
figure for the entire United States would be some- 
what lower. However, the difference would not be 
so great as to alter the percentages appreciably. 

The many more and varied uses of gas and elec- 
tricity in today’s homes must therefore be the main 
factor. Closer inspection of consumption data per 
customer makes this evident. Gas consumption per 
customer had increased 38% over 1935 by 1945, 
and by 180% by 1955. The figures for the use of 
electricity per customer are even more impressive: 
82% and 307%. In other words, a family which got 
along with 677 kwh. annually in 1935, used 2,755 kwh. 
in 1955. The comparable figures for gas are 3.0 mil- 
lion therms in 1935 as against 8.4 million therms in 
1955. This growth is also indicated in the average 
family expenditures for gas and electricity as re- 
ported in the expenditure surveys of 1934-1936 and 
of the early 1950’s: in 1935 an urban wage earner 
family annually spent $23.74 on electricity and $17.65 
on gas; by 1953 the bills had increased to $44.10 
and $42.18. 

The fact that the average bills only about doubled 
is owing to the courses of prices, which differed 
vastly from the trend set by sales. Both gas and 
electricity rates were actually lower in 1945 than in 
1935, according to the Board’s index. In 1955, elec- 
tricity was 14% cheaper than twenty years ago, while 
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gas rates had increased only 9%. A year-by-year 
check shows that prices for both utilities decreased 
steadily from 1935 through 1945. In the following 
two-year period, a slight price rise was recorded for 
gas, with a steeper increase following between 1948 
and 1949. Gas prices remained stable from 1949 to 


Downward Food 


CONSUMER prices registered a slight decrease of 
0.1% in April, 1956, according to the Board’s index 
of consumer prices. At 101.0 (1953=100), it was, 
however, 0.9% above the April, 1955, level. 

The purchasing value of the April dollar was 99.0 
cents (1953 dollar=100 cents), up 0.1 cent from 
March, but almost a penny under last year’s value. 

Prices in April were relatively stable in contrast to 
the diverse movements of previous months. Retail 


1951, and then started climbing again, with this up- 
ward trend lasting through 1955. 

Electricity rates fell through 1947, rose between 
1947 and 1949, then fell again during the following 
year. They were in upward trend from 1950 through 
1955—but a slightly less steep one than that for gas. 


Trend Halts 


downward since the beginning of the year, fell an- 
other 0.8% between March and April. Prices of 
fruits and vegetables (potatoes continued their up- 
ward climb) advanced 0.7%. Fats and oils advanced 
1.0% over March, with margarine and _ shortening 
having the largest increases. Coffee prices were up 1.1%. 

Rents were 0.3% higher, and fuel, power and water 
increased slightly. Furnishings and equipment prices 
continued to sag, and dropped 0.1%. 


The Conference Board's Consumer Price Index—United States Cities over 50,000 in Population 
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costs of food, housing and sundries items were un- 
changed from last month. Apparel prices rose 0.2%, 
not quite balancing a drop of 0.7% in transportation 
costs. 

The downward trend of food, started in November, 
1955, came to a halt in April. Lower prices for beef 
and eggs were balanced by higher prices for fruits, 
vegetables, fats and oils. The meat, fish and poultry 
index decreased 0.2%, although pork prices reversed 
their recent downward trend with a rise of 2.8%. 
Lower egg and milk prices brought a drop of 1.4% in 
dairy products and eggs. Fresh milk prices, trending 


Sigil +0.2 mel 0 art -0 
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Apparel prices advanced 0.2% over the month, with 
prices generally higher for men’s clothing. 

Transportation costs continued the downward trend 
begun in February, with a decline of 0.7%. 

The sundries index was unchanged reflecting general 
price stability, although there were fractional increases 
in medical and personal care. 

Food was 1.8% cheaper than a year earlier. Meat, 
fish and poultry were as much as 7.5% below April, 
1955. The other component groups rose over the 
period—housing 1.1%, apparel 0.7%, transportation 
4.2%, and sundries 2.2%. 
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Since the general price level in 1955 was 87% 
above that of 1935, the over-all price rise of both 
utilities has been small, and not only small as com- 
pared to the sales figures. This is further corrobo- 
ration that greater home usage of gas and electricity 
has been responsible for the higher annual bills. 


NO POSTWAR PHENOMENON 


This conclusion is borne out by the sales figures 
for both gas and electrical equipment. More than 
twice as many gas ranges were sold in 1955 than in 
1935, and almost ten times as many gas water 
heaters. Electrical appliance sales increased 172%, 
These figures, however, do not tell the whole story. 
Appliances used in a 1935 home are in only a few 
respects of comparable quality with those sold in 
1955. In addition, there were many goods made and 
sold in 1955 that were not even known in 1935 but 
are now standard equipment in the American home. 
Television sets, for example, appear for the first time 
in the 1946 Electrical Merchandising listing of appli- 
ances sold. By 1955, 7.9 million sets were being sold. 
Similarly impressive growth occurred in the number 
of automatic coffee-makers, dishwashers, clothes dry- 
ers, home freezers, etc., sold. Of the items included in 
the 1935 listing, those considered relative novelties at 
the time show the largest growth. Electric mixer sales 
in 1955 were 623% above 1935; clocks followed with 
an increase of 212%. Sales of refrigerators were 157% 
above 1935 levels and irons 116%. Sales of toasters, 
which already were widely used in 1935, increased 
only 78%. In all instances, switches to more effi- 
cient and elaborate models are noted. 

The bar chart shows that this remarkable growth 
in the sales of appliances was not just a postwar 
phenomenon. On the contrary, the greater part of the 
rise had taken place by 1946, and in some instances 
sales that year even exceeded those for 1955. 

Introduction of more appliances in the home, a 
result of rising incomes and shifting living habits, 
show a more pronounced upward trend than the 
rising incomes themselves. According to the 1934- 
1936 expenditure survey, an urban wage-earner family 
spent an average of $27.98 annually on electric and 
gas appliances. By 1953, this family was spending 
$131.25 on such items or more than four times as 
much. During the same period average general ex- 
penditures rose from $1,512 to $4,387, or almost 
tripled. Thus the share of the wage-earner family’s 
marketing dollar going to appliances rose from 1.9% 
to 3%. The rising prosperity of the American economy 
and the resultant changes in living habits may be 
partly described by the story of the growth in the 
usage of gas and electricity in the American home. 


Hevten Bacuner Junz 
Statistical Division 
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BUSINESS BOOK SHELF 


Economic Needs of Older People—A review and analysis 
of the various public and private income maintenance 
programs for persons sixty-five and over. It also evalu- 
ates how satisfactorily these programs contribute to 
the economic well being of older persons and contains the 
authors’ recommendations for their future development. 
—By John J. Corson and John W. McConnell, The 
Twentieth Century Fund, New York, 1956. 533 pages. 
$4.50. 


Interindustry Economic Studies—A comprehensive bibli- 
ography of the literature on interindustry economics. 
Divided into ten sections, its subject matter ranges from 
the theoretical, through computational problems, to prac- 
tical applications. Part I provides a succinct discussion 
of the interindustry (input-output) technique, with 
“standard references’; a brief introduction to each of 
the following sections outlines their scope—By Vera 
Riley and Robert Loring Allen, Operations Research 
Office, John Hopkins University, Bibliographic Reference 
Series, No. 4. Johns Hopkins University Press, Baltimore, 
1955. $2.50. 


Electronics in Business—A Descriptive Reference Guide— 
Supplement No. I|—A bibliography on the planning for, 
and use of, electronic computers in business. Brings up 
to date through December 31, 1955, an earlier sourcebook 
of the same title. Controllership Foundation, Inc., 2 
Park Avenue, New York 16, New York. February, 1956. 
$3.00. 


Electronics in Business—A Case Study in Planning—De- 
scribes the use of electronic data processing by the Port 
of New York Authority. Discusses electronics research, 
organization and staffing, and reviews results to date. 
Controllership Foundation, Inc., 2 Park Avenue, New 
York 16, New York. January, 1956. $4.00. 


Electronic Data Processing for Business and Industry— 
Attempts to answer “in the language of management” 
major questions in management’s mind about the field of 
electronic data processing. Discusses what electronic data 
processing is, what it can do for the individual company, 
and how managements can go about investigating its 
applicability. By Richard G. Canning. John Wiley & 
Sons Inc., New York. $7.00. 


Industrial Marketing—Treats various management prob- 
lems and policies in marketing products to industrial buy- 
ers. Among the subjects discussed are product planning 
and development, industrial marketing research, market- 
ing channels, strategy and policies, pricing, distribution 
and selling of industrial products. Sections are also includ- 
ed on managerial control and on government relations — 
By Ralph S. Alexander, James S. Cross, and Ross M. 
Cunningham. Richard D. Irwin, Inc., Homewood, Illi- 
nois, 1956. $8.10. 


Productivity Trends: 


wealth has increased more than threefold; real 

income has increased fourfold. And our stand- 
ard of living has been so greatly advanced as to defy 
comparisons with that of fifty years ago. What 
made these achievements possible was a persistently 
rising trend in output per man-hour. 

Without the gains in output per man-hour, in- 
creases in real output per capita would have been 
impossible, except for those associated with the 
growth in population and the labor force. The im- 
pressive reduction in hours of work would have re- 
mained an unfulfilled dream. 

Looking ahead, our economy, which now produces 
a gross national product of $400 billion, should be 
capable of producing at least $650 billion within 
twenty years. It is further gains in output per man- 
hour which will make this possible. 

The historical trend in real output per man-hour 
thus appears as a fundamental factor in economic 
progress—a measure both of the achievements of the 
past and of the potentials for the future. Within our 
private economy as a whole, this historical trend has 
been moving ahead at the rate of 2.2% per year. 
But the average annual rate of gain in output per 
man-hour conceals some striking and significant di- 
versities. The long-term trend includes periods of 
less than average gains and even setbacks, as well as 
periods of unusual advance. It encompasses the 
widely different experience of various industries. And 
it subsumes a changing composition of production 
and employment as the structure of our economy it- 
self has altered through the years. 


Qe THE PAST half century, the nation’s 


THE MAKEUP OF A TREND 


Underlying the rising trend in output per man- 
hour are innovations in science and technology, im- 
provements in business organization and manage- 
ment, and advances in the education, training and 
capabilities of the labor force. Each of these con- 
tributes to increased and more efficient production. 
They do so, however, only as they are introduced and 
incorporated into the operations of individual busi- 
ness establishments. Thus gains in national produc- 
tivity depend in large measure upon the continued 
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WHAT THE AVERAGES CONCEAL 


This is the final article of a three-part series dealing 
with productivity in American industry. It treats with some 
of the myriad diversities that lie behind productivity 
trends. The first article, in the February Business Record, 
traced the influences of labor and capital inputs on the 
historical trend of national output. A second article, in 
the April Business Record, viewed potential economic 
growth from the perspective of related trends in output 
per man-hour, business investment, and spending-saving 
decisions. 


success of individual firms in reducing their own 
unit man-hour requirements. 

Major factors in the trend toward lower man-hour 
requirements have been an almost uninterrupted 
growth in fixed capital (and in the ratio of fixed 
capital to employment) and a prodigious expansion 
in the input and effective use of electrical energy. 
As a result, methods of production have been con- 
stantly improved, with sharp emphasis on a more 
efficient employment of the working force. 

But the effect of advances in technology and pro- 
duction methods upon output per man-hour (or 
unit man-hour requirements) of individual firms de- 
pends in part upon their rate of operations and their 
utilization of capacity. Under optimum operating 
conditions, improved production methods may yield 
considerable gains in output per man-hour. When 
production falls off, and capacity is underemployed, 
the built-in economies of production may not be 
realized. And when production rises sharply and 
strains against the limits of capacity, man-hour re- 
quirements may rise disproportionately. 

The effect of the level of production upon produc- 
tivity is not limited to economies or diseconomies 
within individual firms. Within each industry and 
even within individual firms, there exist side by 
side productive facilities of varying efficiency. Aver- 
age productivity and the trend in productivity for an 
industry depend upon the distribution of the in- 
dustry’s total output among its facilities. The greater 
the level of demand and the urgency of production, 
the more likely it is that less efficient capacity will 
be called upon. 


BUSINESS RECORD 


In the past, the high cost of low production dur- 
ing business contractions has often erased the gains 
of technical advance. More recently, a rapid rate 
of business investment and the favorable environ- 
ment of a business revival combined to yield sub- 
stantial gains in output per man-hour among manu- 
facturing industries. But as rising production in the 
second half of 1955 approached—and in many in- 
stances passed beyond—optimum utilization of ca- 
pacity, the rising trend in output per man-hour was 
apparently dampened. So, while technological de- 
velopments and their rate of introduction in an 
industry will determine trends in man-hour require- 
ments, short-term influences can fortify or lessen 
their effect upon productivity. 

The long-term trend in real output per man-hour is 
affected not only by technological developments 
within individual firms and the level and distribu- 
tion of production within industries, but also by the 
composition of aggregate output and the allocation 
of resources among industries. The increasing impor- 
tance of manufacturing (for example) —where “value 
added” per man-hour tends to be higher on the aver- 
age than in agriculture, trade, or service industries— 
has tended to raise the level of national productivity, 
quite apart from the striking gains in manufactur- 
ing productivity itself. 


VARIATION OVER TIME 


Since the productivity of the economy as a whole 
is influenced by factors that range from technological 
improvements in an individual firm’s methods of 
production to the composition of aggregate produc- 
tion, it is not surprising that the historical profile 
of real output per man-hour is so irregular: 


Average Annual Gain 
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The decade following World War I was marked 
by unusually large increases in output per man-hour, 
as a rapid pace of technological advance was coupled 
with economic expansion. The technological develop- 
ments of the Twenties carried over into the Thirties, 
but further innovations or the application of exist- 
ing ones were retarded by a dearth of capital invest- 
ment, and low levels of production prevented 
efficient utilization of industrial capacity. The sharp 


1Short-term changes in productivity was the subject of two papers 
at the December, 1955, annual meeting of the American Statistical 
Association: “Cyclical Changes in Input-Output Relations,” by 
Thor Hultgren, of the National Bureau of Economic Research, and 
“Measurements of Current Trends in Output per Man-Hour,” by 
Leon Greenberg, Jack Alterman and Allan D. Searle, of the Bureau 
of Labor Statistics. 
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gains in productivity between 1934 and 1943 were 
more apparent than real. They represented in large 
measure the effects of rising levels of production in 
recapturing productivity gains that had been lost 
during the 1929-1933 business contraction. 

Between 1939 and 1948, war production and post- 
war reconversion retarded the trend in output per 
man-hour. Since 1948, the pace of technological 
advance has been accelerated. Business investment 
has mounted to unprecedented heights. And produc- 
tivity gains have exceeded 3% per year. But the 
evidence of earlier periods, when rapid spurts in 
productivity were followed by retardation, cautions 
against projecting a relatively brief experience into 
a historical trend. 


VARIATIONS AMONG INDUSTRIES 


Although the long-term rate of gain in real out- 
put per man-hour has averaged about 2% per year 
for the private economy as a whole, productivity 
gains have varied widely from industry to industry. 
The communications and public utilities industry has 
moved ahead at twice the all-industry average. Agri- 
culture and trade, in contrast, have gained only 
about 114% per year. Increases in manufacturing, 
mining, and transportation have ranged from 2% 
to 3%. 

The finer the detail for which industry measures 
are computed, the wider the range of variation. 
Within manufacturing, for example, long-term gains 
in productivity of 4% to 5% per year have been 
achieved in the production of petroleum and coal, 
transportation equipment, rubber, and tobacco. In 
the production of lumber, furniture, and leather, pro- 
ductivity gains have averaged about 1% per year.t 

Furthermore, the shorter the span of time over 
which productivity is computed, the more striking 
are the industry differences (see charts). Since 1948, 
when the average rate of increase in output per 
man-hour has exceeded 3% per year, two out of 
thirty-three major industry groups suffered declines, 
and three others had gains of less than 1%. In con- 
trast, three industries were able to improve their out- 
put per man-hour by 6% or more. 


VARIATIONS AMONG FIRMS 


Although obvious differences in output per man- 
hour exist and persist among individual firms, an 
almost complete lack of data makes it difficult to 
document such variations or to identify accurately 
the significant factors making for variation. 

A series of plant studies undertaken by the Bureau 
of Labor Statistics during 1946-1950 does provide 
some insights on the diversity of man-hour require- 
ments and the divergence of movements that average 


1See “Productivity Trends: Capital and Labor,” by John Kendrick, 
in a forthcoming issue of the Review of Economics and Statistics. 
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out as a trend, even within individual industries.t But 
these BLS studies of unit man-hour requirements are, 
in many respects, an uncertain sample from which 
to draw generalizations about variations and trends 
in productivity. The industries covered are far from 
a representative sample of manufacturing industries. 
It is impossible to determine whether the reporting 
firms are typical of their industries. And the years 
for which data are available were characterized by 
unusual problems of postwar reconversion. 
Furthermore, the products for which unit man- 
hour requirements were compiled were of necessity 
relatively standardized products. Important changes 
in either products or production processes would have 
affected the comparability of reports on unit man- 
hour requirements from year to year; yet such 
changes are the very nub of productivity gains. In 
consequence, average man-hour requirements for in- 
dustries and selected products, interfirm differences, 
and year-to-year movements are all subject to biases 
of selection—of industries, firms, and products—as 
well as errors in reporting. Nevertheless, certain pat- 


1The industries covered by the BLS studies of man-hour require- 
ments include: cane sugar refining, construction machinery, electrical 
equipment and supplies, footwear, general industrial equipment, 
home radio receivers, household electrical appliances, machine tools, 
men’s work clothing, mining machinery, soap and glycerine, and 
synthetic rubber. The postwar years for which data were collected 
range from 1946 to 1950; in most cases, comparisons are available 
back to 1939. 


terns of variation and trend in unit man-hour require- 
ments recur frequently enough to suggest that they 
are meaningful reflections of the relationship between 
productivity and the characteristics of firms and 
their output. 

Where comparisons are possible between large and 
small plants, the larger plants generally show lower 
unit man-hour requirements than the smaller. This 
is especially true for direct labor (production and 
related workers). In some instances, the lower unit 
man-hours of direct labor among larger plants is at 
least partially offset by higher unit man-hours of 
indirect labor. There is, however, little evidence that 
the trend in unit man-hours is more favorable among 
larger plants than among smaller. Among twelve 
industries, three showed larger plants improving their 
productivity more rapidly than smaller plants; three 
showed a better performance by smaller plants; and 
six revealed no consistent relationship between trends 
in unit man-hour requirements and the size of plant. 

The type of products and the range of products 
that various firms produced had a strong bearing 
upon their man-hour requirements. Within each 
industry, there has been marked divergence in trend 
from 1939 to the postwar years in unit man-hour re- 
quirements associated with its various products. In 
general industrial equipment, for example, unit man- 
hour requirements on the whole declined 13% between 
1939 and 1948. But changes in unit man-hour require- 


Postwar Productivity Gains Have Averaged 3°/, Per Year—But Experience Has Varied Widely from 


Number of industries 


10 


0 LL 
-2.0 -|.0 0 1.0 2.0 a0 
TO TO TO TO TO TO 
-|.1 -0.1 0.9 1.9 Poe) 3.9 


Source: National Bureau of Economic Research 


Industry to Industry 


Average Annual Gain in 
Output per Unit of Labor 
Input, 1948-53 


Y ’ 


A, 
4.0 5.0 ied 8.0 9.0 
TO TO TO TO AND 
4.9 oe9 6.9 1.9 8.9 ABOVE 


BUSINESS RECORD 


ments in the output of specific items of equipment 
ranged from a decline of 46% to an increase of 80%. 
Similarly, the trend for all footwear declined 3% 
between 1939 and 1948; but for individual types of 
shoes, it ranged from -22% to +8%. Obviously, 
the type of product turned out by various plants 
played a major role in determining its own ratio of 
output to labor input. 

The diversity of products that make up a plant’s 
total output has also affected its productivity trend. 
In comparing plants with a limited line of closely 
related products with those having a broad line of 
diversified products—each in the same industry— 
there is some evidence that the more specialized 
plants achieved greater reductions in unit man-hour 
requirements. In the household electrical appliance 
industry, for example, the more specialized plants 
realized a 16% decline in unit man-hours between 
1939 and 1948; the more diversified plants, a 4% 


Changes in Unit Man-Hour Requirements in 
Manufacturing Industries 
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decline. Most of the difference was in the input of 
indirect labor. In the radio industry, on the other 
hand, there was no discernible relationship between 
diversification and changes in productivity. 

Unit man-hour requirements also show the effect 
of changes in the percentage utilization of capacity 
and in the level of output. In general, operations at 
higher rates of capacity made possible a reduction 
in the man-hours per unit of output. This is evi- 
denced in both process industries (7.e., synthetic rub- 
ber) and assembly line industries (i.e., household 
electrical appliances). But as operations approached 
100% of capacity, unit man-hour requirements often 
were higher than at somewhat lower operating rates. 

Changes in unit man-hours were similarly related 
to changes in the level of output. Typically, plants 
were able to reduce their unit man-hour requirements 
as their output was raised; their unit man-hour re- 
quirements were reduced somewhat less or even in- 
creased, as output was reduced. 

Perhaps the most striking effect upon productivity 
was that of the rate of investment in fixed capital. 
In the manufacture of household electrical appliances 
and machine tools, for example, companies that in- 
stalled machinery, equipment, and plant above the 
replacement rate between 1939 and 1948 were able to 
reduce their unit man-hour requirements; plants 
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which did not actually suffered increased man-hour re- 
quirements. In the construction machinery and min- 
ing machinery industries, plants which made major 
improvements in plant, equipment, layout or work 
methods realized a 10% saving in unit man-hour 
requirements; other plants realized no gains or experi- 
enced increases. 


PRODUCTIVITY AND WAGES 


Since productivity provides the wellspring from 
which wages are drawn, it is clear that wages and 
productivity are closely related. Thus trends in 
output per man-hour and in real wages tend to move 
roughly in parallel. (See chart.) 

The structure of wage rates, however, encompasses 
a significant range of differentials—reflecting indus- 
trial, occupational, and regional considerations. Given 
the many diversities that are concealed by the aver- 
age trend in output per man-hour—diversities among 
industries, and even among firms—any direct link- 
ing of wage rates with specific changes in produc- 
tivity would quickly disrupt the entire wage struc- 
ture. 

In so far as the rising trend of productivity reflects 
a shift in the composition of output and employment 
toward industries of higher than average produc- 
tivity, such gains are automatically reflected in aver- 
age hourly earnings. To the extent that output per 
man-hour in manufacturing industries has increased 
as a result of the increasing importance of durable 
goods production, earnings in manufacturing indus- 
tries have also risen as a larger proportion of workers 
found employment in the higher-paid durable goods 
industries. 

Perhaps the most significant aspect of the histori- 
cal parallel between real wages and output per man- 
hour is the fact that it was not achieved through 
any explicit formula for the sharing of productivity 
gains. Rather, it has come about as the net result 
of competitive forces operating in the areas of both 
wage and price determination over a long period 
characterized predominantly by industrial expansion 
and economic growth. 

Mitton Lirton 
Division of Business Economics 


BUSINESS FORECASTS 


General 


Standard & Poor’s The Outlook (May 14)—‘‘Automo- 
biles—Lower retail demand and heavy dealer stocks suggest 
an approximate 23% year-to-year drop in car production 
for the first eight months of 1956. Truck output should 
make a better comparison with that a year before. Com- 


bined, a full-year output is tentatively projected at 
7,700,000 units, which would represent a 16% decline from 
1955, but would be the second best year on record. 

“Bituminous coal—Year-to-year comparisons of bitumi- 
nous coal production should remain favorable over the 
near term. 

“Construction—Dwelling starts in March slipped to a 
1,140,000 annual rate, seasonally adjusted, from 1,367,000 
units a year earlier. Seasonal improvement is indicated over 
the near term, however, and emphasis on the larger 
higher-priced dwellings should sustain takings of building 
materials fairly close to those a year earlier. 

“Copper—Recent declines in copper prices on the London 
Metal Exchange are reminders that the supply will ulti- 
mately catch up with demand. Prices of domestic copper 
are now down to $0.45, marking the first time in more than 
two years that the price has been below that set by 
domestic producers—currently $0.46 a pound. Most labor 
contracts in the trade expire July 1. Barring work stop- 
pages, either here or in Chile, some easing in the producers’ 
price is possible in the second half of 1956. However, the 
average price for the year probably will be well above the 
$0.37144 average for 1955. 

“Cotton consumption—Mills have been consuming cotton 
at a high rate since mid-1955 to fill large order backlogs. 
More recently, demand has eased and production has been 
cut back on some types of goods. Since demand may re- 
main slow until after the July vacation period, monthly 
figures will trend lower, although possibly holding moder- 
ately above a year earlier. 

“Department store sales—Thus far this year, sales have 
been running about 3% above a year ago. The early 
Easter season and unfavorable weather in some sections 
restricted recent sales. However, with consumer income 
rising to record levels, the recent sales rate should be 
well maintained over coming months. 

“Electric power production—Continued wide year-to- 
year gains in power production are in prospect over the 
near term. 

“Freight carloadings—Seasonal increases are expected to 
rule in the second quarter. However, year-to-year gains are 
likely to narrow progressively, since comparisons will be 
with a steeply rising base that prevailed in 1955. 

“Gasoline—Inventories continue around 7% above 
those a year earlier; heavy demand for heating oils in the 
first four months of 1956 lifted refinery runs, and gasoline 
yields were kept around 48%. Part of the buildup in 
gasoline stocks was to meet possible refinery strikes in 
some areas. Over the near term, refinery runs probably 
will lag a shade behind demand, which should rise 
about 5%. 

“Lead—Although buying interest has subsided somewhat 
because of declines in automobile output and in housing 
starts, the statistical position continues relatively good. 
With the government ready to purchase any excess supplies 
of domestic mined metal for the stockpile, the $0.16 price, 
which has ruled since January 18, is expected to hold over 
coming months. 

“TLumber—Production over the near term probably will 


(Continued on page 256) 
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tising expenditures since 1942 can hardly be 

regarded as surprising. The entire economy 
has burgeoned over these years and practically every 
segment of United States business has been expand- 
ing steadily. However, advertising has enjoyed a 
considerably faster rate of expansion than most other 
segments of the economy. 

Since 1942, advertisers’ investment in all media 
has quadrupled, while retail sales and _ personal 
consumption expenditures have tripled and _ gross 
national product has expanded two and one half 
times. The rate of increase in advertising expendi- 
tures has been specially pronounced in the postwar 
period. Over the past decade it has increased at an 
annual average of 12.3%, compared with 7.7% for 
personal consumption. Last year, advertising was 
3.6% of consumption expenditures, compared with 
2.3% in 1946. 


RISES WITH PERSONAL SPENDING 


Judging from the experience of the past quarter 
century, advertising expenditures are closely related 
to business conditions: they show a high degree of 
correlation with national income, industrial produc- 
tion, personal consumption expenditures, and retail 
sales. The closest correlation seems to be with per- 
sonal consumption expenditures. Since advertising 
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ADVERTISING 
IN THE 
BUSINESS SCENE 


is primarily directed at the consumer market, the 
amount spent for advertising tends to follow more 
closely the trend of purchases of consumer goods and 
services than other economic trends. 

Since the early 1930’s, three distinct periods of 
development are suggested by the advertising data. 
(See chart.) From 1932 to 1940, a $37-billion change 
in consumption expenditures was accompanied by 
a $1-billion change in advertising outlays. The trend 
line for the war period flattened a bit, indicating a 
$1-billion shift in advertising outlays for every 
$54-billion shift in consumption expenditures. From 
1946 through 1955, the line of average relationship 
steepened sharply, so that for every $20-billion change 
in consumption expenditures there was a $1-billion 
change in advertising expenditures. 

Assuming a level of personal consumption expendi- 
tures of $357 billion in 1965 (an estimate of the staff 
of the Joint Committee on the Economic Report) 
and a continuation of the trend line of the past 
decade, advertising expenditures for 1965 would 
be around $14.6 billion, or 4.1% of consumption 
expenditures. Of course, this is highly hypotheti- 
cal. The line of average relationship between ad- 
vertising expenditures and personal consumption 
expenditures could quite conceivably change again in 
the next decade, either flattening or steepening. 

Studies of cyclical changes in advertising outlays 
disclose that they fluctuate roughly with the income 
elasticity of individual products. Advertising ex- 
penditures for consumer durables have been subject 
to relatively wide cyclical movements; food and 
tobacco advertising has fluctuated more narrowly.1 


THE WAR PERIOD 
While advertising outlays rose from 1940 to 1945, 
the rate of increase lagged behind the increase in 


1Joel Dean, “Cyclical Policy on the Advertising Appropriation,” 
Journal of Marketing, January, 1951, p. 266. 
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consumption expenditures. Outlays for direct mail 
actually receded somewhat during this five-year 
period, and the direct-mail share of total advertising 
dropped from 16% in 1940 to 10% in 1945. News- 
paper advertising rose during the war but not so 
much as other media, so its share of the advertising 
dollar also shrank. Whereas direct mail and news- 
papers suffered competitive losses during the war, 
radio, magazines, and business papers received larger 
shares. 

A change in emphasis in advertisers’ messages dur- 
ing the war period largely explains the competitive 
shifts. A high level of disposable income, combined 
with shortages in many products, especially consumer 
durables, meant that there was not much of a selling 
problem. Consequently, some of the competitive ad- 
vertising was replaced by institutional advertising. 
Radio, magazines, and business papers were con- 
sidered better adapted for institutional advertising, 
and therefore received increased revenues at the 
expense of newspapers and direct mail. 

While the incentive toward heavy advertising cam- 
paigns ebbed somewhat in a market where demand 
generally exceeded supply, it is likely that outlays 
for advertising would have been greater had it not 
been for shortages of paper and advertising per- 
sonnel. During most of the war years, many adver- 
tisers had to be turned away by the various media 
because of lack of paper, or lack of personnel. 


TELEVISION'S GROWTH LEADS 


Of all the media, the most dramatic upsurge has 
been in television advertising. Amounts spent on 
this medium in the immediate postwar years were 
virtually negligible. Even by 1949, advertisers spent 
only $58 million in TV advertising. Tremendous gains 
were made each year since, and by 1955 the amount 
had risen to $1 billion. Television, virtually non- 
existent ten years ago, captured 11% of the adver- 
tising market in 1955. And it looks as though it may 
well get still larger shares in the years ahead. 

The spectacular growth of television advertising 
has, of course, been concomitant with the spectacular 
growth in TV set ownership. From a mere 8,000 
homes with TV sets in 1946, the number grew to 
4 million in 1950, and to around 35 million today. 
About 1.5 million of these homes have more than one 
set and in addition there are over 1 million sets in 
public places such as hotels, bars and hospitals. This 
brings the total number of TV sets in the nation to 
about 38 million. With television currently in nearly 
three fourths of American households, its ascension as 
an advertising medium is scarcely surprising. 

The appearance of television as a major advertis- 
ing medium has apparently made some inroads into 
the volume of advertising of other media, primarily 
radio. (See chart.) Expenditures on radio advertis- 
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ing have dropped 15% from the 1952 peak of $624 
million. While all other media have enjoyed substan- 
tial gains in recent years, these gains very likely 
would have been still greater had it not been for 
the advent of TV. 

The leading TV advertisers have been foods and 
soft drinks, drugs and toiletries, tobacco, automobiles, 
and soaps and cleansers. With the exception of the 
automobile group, these are precisely the areas where 
radio advertising has been falling off over the past 
five years. 


CHANGES IN COSTS 


Like other prices in the economy, advertising rates 
have-also risen sharply over the past five years. But 
the rate of increase varies markedly among the 
various media. The heaviest increases (time rates 
plus production costs) in costs have been in tele- 
vision. Since 1950, costs in TV advertising have 
more than tripled. In contrast, costs in radio adver- 
tising since 1950 have actually gone down—appar- 
ently somewhere in the neighborhood of 25%. Costs 
of advertising in magazines have risen roughly 45% 
and newspapers about 30%. 

Consequently, shifts in shares of advertising expen- 
ditures for the various media do not reflect changes 
in volume only, but also changes in rates; part of 
television’s enormous competitive gains in dollar 
amounts, and radio’s competitive losses, can be ex- 
plained by divergent price movements. 

Increases in advertising costs over the past decade 
have, of course, been partially offset by larger au- 
diences reached per unit of advertising by all media 
except radio. Expansion in number of persons reached 
by an advertisement has been most marked in televi- 
sion. As a matter of fact, the cost of reaching 1,000 
persons via TV advertising today is perhaps some- 
what less than it was in 1950. 


Suirtey S. Horrman 
Division of Business Economics 
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Business Information—A guide to the sources and uses 
of books and other publications containing information of 
value to the businessman.—By Marian C. Manley, Harper 
& Brothers, New York, 1955. $5.00. 


World Commerce and Governments—This volume com- 
pletes the project, by the same authors started some 
eight years ago, of a survey of the population, needs 
and resources, agriculture, industry, transportation and 
trade and governmental systems of the regions and 
nations of the world—By W. C. Woytinsky and E. S. 
Woytinsky, The Twentieth Century Fund, New York, 
1955. $10.00. i 
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sensitive measures of the adequacy of inventory 
(such as inventory-sales ratios) have been rising 
persistently. 

While the over-all business outlook may be favor- 
able on many other counts, inventory statistics, 
either in their absolute form or relative to measures 
of business activity, cannot continue upward indefi- 
nitely. Production cutbacks specifically to control 
inventory have already appeared in a number of 
finished goods industries, and other such cutbacks 
may well be imminent. In lists of “strengths and 
weaknesses” for the second half of 1956, analysts 
now almost unanimously place inventory demand on 
the side of weakness. 

Manufacturing inventories account for more than 
50% of total business inventories. Inventories of 
durable goods manufacturers, the immediate focus 
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of this article, account for approximately one third 
of all business stocks. These inventories of hard- 
goods makers are among the most volatile compo- 
nents of total inventories, and appear to be the hard 
core from which inventories as a whole are taking 
their trend. 

1953 vs. 1956 


Manufacturers’ durable-goods inventories climbed 
rapidly in the last half of 1955, and continued up- 
ward in the first quarter of 1956. At the end of 
March, they were valued at $27.4 billion (season- 
ally adjusted), somewhat above the peak of 
$26.6 billion attained in August, 1953. Between 
July, 1955, and March, 1956, stocks of hard-goods 
producers rose 12%, while sales were about un- 
changed. From all indications, these inventories have 
risen further in the second quarter, while sales and 
new orders have continued at best stable. The chart 
on page 254 shows the timing of peaks in new orders, 
sales and inventories for the past two business cycles. 
It will be noted that there is a substantial time lag 
between the peaks for each of these series. If a peak 
has been reached in new orders, and if past perform- 
ance can be used as an indicator of coming events, it 
might be argued that a turn in inventories is ap- 
proaching, even though it may still be some months 
away. 

These are discomforting statistics. They bear a 
strong, if superficial, resemblance to the trends of 
inventory and sales in early 1953, a period which 
preceded a significant downtrend in business activ- 
ity. However, there are some rather distinct differ- 
ences between these periods that bear noting. Most 
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of them seem to suggest that the inventory situation 
is not so critical now as it was in mid-1953. 

In the first place, the recent growth in the value 
of durable-goods inventories is explainable in part 
by higher replacement costs. In terms of constant 
dollars, total inventories of hard-goods producers are 
apparently somewhat lower today than they were 
in mid-1953. Moreover, prices of raw materials have 
risen faster since mid-1953 than finished goods prices, 
with the result that the valuation of inventory is 
now higher, relative to the valuation of sales, than it 
was in mid-1953. 

Again, the relationship of inventory to unfilled 
orders in durable-goods lines does not seem particu- 
larly oppressive. In the course of the expansion of 
inventories over the past nine months, unfilled orders 
have also risen sharply, and are now about $9 billion 
higher than they were in mid-1955. The rate of 
increase in backlogs has recently fallen, and at least 
part of the increase over the past year reflects price 
advances. Nevertheless, the rise in backlogs accom- 
panying the rise in inventories in the past several 
quarters distinguishes the current situation from the 
first half of 1953, when backlogs were working their 
way persistently downward. 


INVENTORY RATIOS 


At the end of March, the aggregate inventory-sales 
ratio for all durable-goods industries had been ad- 
vancing for about eight months, and had risen to 
about the level reached in mid-1953. Within the 
aggregates, the machinery, stone-clay-glass, and trans- 
portation equipment industries showed a ratio equal 
to or higher than that prevailing at mid-1953. 
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In March, the ratio of inventory to new orders 
in durables industries was still considerably below 
the ratio that prevailed in mid-1953. In fact, this 
ratio had throughout the preceding year fluctuated 
in a range considerably below that prevailing in the 
year preceding the 1953 peak. 


INVENTORIES BY STAGE OF FABRICATION 


In the last six months of 1955, fully half the in- 
crease in durable-goods industries was in goods in 
process, reflecting the rise in production rates. More 
recently, as production rates leveled off, inventory 
gains have increasingly taken the form of purchased 
materials and finished goods. 

The ratio of finished goods to sales is moderately 
higher than it was last June, but all the increase has 
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occurred in recent months. The ratio is still conserva- 
tive by the standards of mid-1953. While inventories 
of purchased materials have also risen rapidly in 
recent months, they are still below the level of mid- 
1953. And while the ratio of purchased material 
stocks to new orders has risen rapidly since the turn 
of the year, it is also conservative by comparison 
with 1953. 

Taken together, these ratios pose a familiar para- 
dox in inventory analysis. On the one hand, inven- 
tories do not seem excessive when related to appro- 
priate measures of inventory requirements. Neverthe- 
less they have been rising at a notable rate for sev- 
eral quarters, and any sharp alteration in general 
business conditions that would affect inventory re- 
quirements—a decline in orders, shipments, back- 
logs—could make inventories appear excessive in 
a hurry. 

Hyman STEINBERG 
Division of Business Economics 
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hold close to the high year-earlier rate. The lag in resi- 
dential takings should be offset by greater nonresidential 
demand. 


“Paper—Practically every grade of paper and paper- 
board should continue in heavy demand at least through 
summer. Over-all production will probably set new rec- 
ords, although year-to-year gains could be much smaller 
than the recent experience. 

“Rayon and acetate yarn—A 5% gain in first-quarter 
tire yarn shipments was more than offset by lower textile 
yarn deliveries. While tire yarn prices have been reduced, 
shipments are expected to be less than a year earlier over 
the balance of 1956 because of lower tire production and 
greater use of nylon. Little change in near-term textile 
yarn volume appears likely. 

“Shoes—Production over near-by months should be 
fairly close to the year-earlier experiences. Because of 
increased inventories and some moderate easing in retail 
show demand, new orders placed with manufacturers are 
tending to slacken. 


“Steel—Demand continues at peak levels as major con- 
sumers seek to build inventories against higher prices 
expected around mid-1956 and to hedge against strike 
possibilities. Production is expected to set new tonnage 
records for the first half but to decline in the third 
quarter. 

“Zinc—Although the lower zinc usage by the automo- 
bile industry may continue over the next few months, 
maintained gains elsewhere are expected to keep total 
consumption reasonably close to available supplies without 
unduly inflating producers’ stocks, which were only 40,038 


(Continued on page 272) 
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Executives Report: 


A DRIFT TOWARD DECENTRALIZED PURCHASING 


ing is evident in the reports of the 212 manu- 

facturing executives cooperating in this 
month’s survey of business practices. After review- 
ing their purchasing operations for the past five years 
or so, the majority of firms report that there has 
been no important change in the organization of their 
purchasing function. However, one in three says 
there has been some change, and three out of five 
of these changes are in the direction of dispersing 
the purchasing authority. 

Some of the reported changes represent continu- 
ations of long-term trends. Others represent major 
changes in policy—mostly as a result of company 
growth and general delegation of authority to re- 
gional or product divisions. On the other hand, 
some companies have taken definite steps in consoli- 
dating their procurement setups during this period. 

Although reporting companies feel that their cus- 
tomary financial audits are adequate for the pur- 
chasing area, many cooperating executives express a 
need for better standards by which to gauge buying 
proficiency and the caliber of purchasing adminis- 
tration. However, some companies report that they 
have been able to develop systems that have proved 
helpful. Most frequently used are price variance 
studies and analyses of unit costs. 


A SLOW DRIFT toward decentralized purchas- 


CENTRALIZATION vs. DECENTRALIZATION 


The terms “centralization” and “decentralization” 
as employed by cooperators in this survey are at 
times indefinable and contradictory. What one com- 
pany considers decentralized purchasing another de- 
scribes as centralized. Therefore, in evaluating the 
responses to the survey it is necessary to look beyond 
the terminology in order to determine whether there 
is a trend toward greater concentration of purchas- 
ing authority and activity or toward increased dis- 
persal. Even in doing this, some contradictions arise. 
For example, one concern recently increased the 
authority of a central purchasing office, but simulta- 
neously it placed more of the mechanics of buying 
out in the plants. 


By adopting this approach, and by considering 
trends in single-plant firms apart from those in multi- 
plant companies, the following picture of current pur- 
chasing practice and organization emerges. 


SINGLE-PLANT COMPANIES CONSOLIDATE 


Only three of the more than fifty single-plant com- 
panies participating in the survey have decentralized 
purchasing, with the buying function delegated to 
more than one department. The others do all buying 
through a single purchasing office or department. 
Most consider this the obvious method. As one ex- 
ecutive said: “It is not practical for us to decentral- 


- ” 
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ize 


MULTIPLANT COMPANIES—101 VARIETIES 


Multiplant companies, representing approximately 
75% of the participants, report a wide range of prac- 
tices with respect to centralization or decentraliza- 
tion of purchasing authority and activity. On one 
extreme are those few concerns which place all 
authority in a single purchasing department and give 
no indication of any local buying activity. On the 
other extreme are companies that permit each plant 
to purchase all its own needs through plant buying 
departments. Similarly, some use divisional pur- 
chasing offices for the plants of each division or 
district. 

The practices of the great majority of multiplant 
companies fall somewhere in between these extremes. 
In almost every case, though, local buying is in 
accordance with policies and procedures laid down by 
the central office. 


Broad Central Authority 


Most cooperating multiplant companies describe 
their operations as “decentralized purchasing with 
centralized controls.” These companies usually place 
considerable authority in the central purchasing 
office, and local units are under rigid controls and 
limitations set up by the central purchasing group. 

Characterizing this kind of purchasing function 
are these practices which are usually—but not al- 
ways—in effect: 


Monthly Survey of Business Practices 


JUNE, 1956 


258 


e Central office negotiates all contracts, buys major 
raw materials and common-usage items, and handles all 
capital expenditures; 

e Purchasing policy and procedure are well defined, 
are uniform company-wide, and describe definite areas 
of responsibility; 

e Specific limitations are set on types, amounts and 
costs of items local units may purchase. 


Most local purchasing activity in these com- 
panies is limited to the procurement of MRO supplies 
—items for the maintenance, repair and operation 
of plant facilities, emergency items, and miscellane- 
ous supplies and services of a minor nature. As an oil 
company vice-president reports: 


“Classes of materials or services purchased locally 
are those which can be handled without loss of money 
and with a saving of time at local levels. Centralized 
purchasing remains in effect in connection with purchas- 
ing policies, contracts, and major commodity require- 
ments. Limitations on local purchasing are joint selec- 
tion of vendors and reasonable dollar limitations (except 
in emergencies) .” 


Similarly, an organic chemical manufacturing offi- 
cial describes his company’s purchasing procedures 
in this way: 


“Major raw materials, major construction and pack- 
aging stems, as well as supplies which can be contracted 
for, are purchased centrally. Local purchasing units are 
restricted by dollar or quantity limitations, and the 
selection of vendors is left to their judgment only on 
those purchases which are within their purchasing scope.” 


Other typical comments follow: 


“Local purchases normally consist of operating supplies 
and maintenance materials for the day-to-day operation 
of the plant. Purchasing agents are limited to $1,000 per 
purchase order. In addition, the director of purchasing 
issues a listing of the categories of items which may be 
bought locally.” (Inorganic chemicals) 


* * * 


“Each local branch has authority to place orders 
direct for maintenance, repair and operating supplies 
which are needed, but their source of supply is dictated 
by the central office.” (Food processing) 

* * * 

“Plants are authorized to purchase supplies of a 
pick-up nature only. Under emergency breakdown con- 
ditions, the local plants can contact vendors direct 
when time can be saved by so doing.” (Steel production) 


Central Purchasing of Major Items 


The next most common practice is found in those 
companies which permit local units to place most 
of the orders but put the procurement of a certain 
few items in the hands of the central office. In these 
companies such purchases usually fall into one or 
more of three general classifications: 


e Items which are available nationally but can be 
contracted for centrally 

e Items which are basic raw materials in the manu- 
facturing operation and of which both volume and ex- 
pense are high 

e Items which are commonly used at two or more 
manufacturing plants 


Following are two typical reports of this practice: 


“The contracts for common items are made at the 
central office, and the local purchasing agent places 
his orders against these contracts. He has the authority 
to purchase anything that is used at his plant which 
is not common to all plants.” (Specialized industrial 


machinery) 
* * * 


“We find it desirable to talk with a supplier about 
over-all corporate tonnage rather than individual divi- 
sion yearly requirements. No limitations are placed on 
local purchasing units other than that of abiding by a 
very broad purchasing procedure published by the cen- 
tral staff.” (Refrigeration machinery) 


Broad Local Authority 


The most complete dispersion of the purchasing 
function exists in those few large companies where 
the plant, or division, is given almost complete 
autonomy in conducting its purchasing program. 
Often the firms following this arrangement do so 
because their organizations are set up on a divisional 
or district basis, with each division largely indepen- 
dent in conducting its own operations. The only 
principal function of the central office is to set policy 
and procedure. The vice-president of an industrial 
machinery manufacturer writes that “no purchasing 
is done centrally, although a small general office staff 
does guide plant purchasing in so far as policies are 
concerned.” 

Similarly a large equipment concern reports that 
“each department is completely responsible for all 
purchases without regard to limitations in value of 
commitments or in the selection of vendors.” 

Even procedures are not always highly detailed by 
the head office, as the director of purchases of an 
aircraft parts manufacturer indicates when he says 
that “purchasing procedures at the division level are 
limited only by a general outline of company policy 
and accepted operating methods.” 


WHY CONSOLIDATE? 


The reasons cited for centralized purchasing are 
almost as many and as varied as the participants 
stating their preference for a strong central author- 
ity. This statement by a textile vice-president indi- 
cates the wide range of reported advantages: 


“Centralized responsibility is a distinct advantage 
to top management and frees the plant managers from 
purchasing problems. Information in regard to prices, 
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sources, and new products is available at one point and 
is passed on to different plants as required. Purchasing, 
warehousing and inventory control procedures are uni- 
form. Centralized disposal of surpluses and salvage has 
resulted in better return for these items. Greater use of 
competitive bidding, better choice of vendor sources, and 
quantity ordering have resulted in substantial savings.” 


Large Quantity Buying 

The most frequently mentioned advantage of con- 
solidated procurement is that it makes possible large 
quantity buying of raw materials or supplies used at 
two or more plants or divisions within the same com- 
pany, even though the units may be geographically 
separated. Among the chief values of this purchasing 
practice emphasized by cooperators are: 


e The central purchasing office has greater buying 
power and an improved negotiating position with the 
vendor, resulting in lower prices; 

e Time, money and effort are saved by consolidation 
of orders, contracts and estimated requirements; 

e Better controls on quality are available and conform- 
ance to standards is better assured. 


Other Principal Advantages 


Participants often name specialization of buyers 
and proper allocation of scarce materials as benefits 
to be derived from the centralized purchasing func- 
tion. The chief purchasing officer of a large iron and 
steel foundry describes his company’s position: 


“We cannot afford to pay for a good scrap buyer 
at each of several scrap-consuming plants, but we can 
afford to pay for one excellent buyer who can easily take 
care of these many locations. On equipment we have 
a darned good engineer at headquarters who is well 
versed in various types of equipment, whereas we could 
not afford this at the plant level. 

“Centralization also allows us to distribute materials 
in short supply, such as nickel, copper and steel. This 
would be impossible if the materials were purchased 
locally, because we would have a number of plants all 
fighting with suppliers for what was probably a com- 
pany quota.” 


The vice-president of a construction materials con- 
cern states these specific savings his company has 
derived from consolidation: 


“Purchasing for all plants and offices is now central- 
ized, with buying offices at headquarters only. These 
are among the advantages: 

e The cost of purchasing has been lowered, with a 

25% reduction in the purchasing staff; 

e The total office space required has been reduced 
considerably; 
e Salesmen’s calls made to the company have been 

reduced by approximately 30%; 

e A better over-all control of expenditures has been 
effected. 
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“We feel that the centralization of purchasing has re- 
sulted in these advantages without any loss in effective- 
ness or efficiency.” 


Several cooperators report that since purchasing is 
a highly important function carrying great responsi- 
bility, they feel it should be in a central office where 
its responsibilities are specific and where it gains 
top management status. Expressing these advan- 
tages is the vice-president and director of sales of an 
industrial machinery manufacturer: 


“By the centralization of purchasing we have placed 
the responsibility for procurement in the hands of top- 
ranking purchasing personnel where it belongs. It gives 
the advantage of operating on a wholly unbiased basis; 
it permits contacting all potential suppliers when neces- 
sary; and it affords management a continuous check of 
prices, quality and delivery. We are well satisfied with 
our present arrangement.” 


Several executives point to better control and 
coordination: as advantages of consolidation. The 
executive vice-president of an organic chemicals cor- 
poration remarks: 


“Although centralized procedures have not been in 
operation for long, we have already tightened up our 
purchasing procedure, and management has gained a more 
comprehensive knowledge of purchasing as seen through 
the eyes of one purchasing manager. It has also accom- 
plished better coordination and better grouping of pur- 
chases and effected a consolidation of some activities. 
Too, there is always a question of reciprocity involved 
in any purchasing operation, either formally, or applied 
with discretion on an expedient basis. It is expected 
that central coordination and control of purchasing will 
provide a sounder basis for relating the reciprocity factor 
to the corporate purchasing program.” 


A number of companies cite lower operating costs 
as a result of consolidated procurement: 


e Elimination of duplication and lost motion 
e More efficient use of purchasing personnel 
e Elimination of higher-salaried buyers at plants 


Other advantages that are gained from centralized 
buying are mentioned by respondents: 


e Contracting is improved and made easier; 

e Communications are improved; 

e Uniform policies, procedures and systems are as- 
sured; 

e Training ground is better for new personnel, since 
all functions of the purchasing activity are handled at 
one location; 


e Top management experience and advice are avail- 
able and utilized. 


THE CASE FOR DECENTRALIZING 


The proponents of dispersed procurement, who 
number about half of the multiplant participants, also 
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cite a variety of advantages which they attribute to 
their system of buying. Typical of comments from 
concerns favoring a dispersed program of procure- 
ment is this statement by an executive of a large 
organic chemicals corporation: 


“Decentralization has lightened the detail load of the 
central purchasing department, made for a broader pur- 
chasing base, increased interest in the purchasing func- 
tion, and has contributed to smoother buying perform- 
ance and general efficiency in a steadily growing 
company.” 


Faster Action 


Heading the list of reported advantages of dis- 
persed buying is faster action. The manufacturing 
director of a machinery firm says that “the elimina- 
tion of the middleman, or central purchasing unit, 
permits greatly speeded-up procurement.” And the 
chief purchasing official of a rubber company writes: 


“Decentralized purchasing came into being because 
of the rapid growth and expansion of industry in an 
effort to service customers more rapidly and economically. 
Centralized purchasing became a deterrent because of 
the time lag in negotiations between the consuming 
plant, the purchasing department, and the supplier.” 


Because of the prompt deliveries effected when 
local units go directly to the supplier, participants 
speak of “better service to plants,” “elimination of 
production delays,” and “maintenance of minimum 
inventories.” 


"Point-of-use" Purchasing Advantageous 


Another advantage for dispersal cited by several 
companies is that, when purchasing is accomplished 
at the “point of use,” people who use the materials 
are vitally concerned with purchasing them. It is 
felt that the people using the materials “are more 
conscious of, and better acquainted with, the prob- 
lems of service and supply” than central buyers would 
be. And an electrical equipment executive says that 
“it is at the local level that proper evaluation of 
price, quality, and service can be made.” 

Several firms point out that dispersed procure- 
ment permits purchasing personnel to exchange ideas 
and to work more closely with the engineering, 
manufacturing and operating departments to mutual 
advantage. Under such circumstances, a machinery 
executive notes, “purchasing personnel can influence 


the thinking of engineering, production and other 
departments.” 


Other Principal Advantages 


A number of cooperators mention that local pur- 
chasing authority increases the initiative and prestige 
of plant personnel, and one textile official relates 
that “plant morale is strengthened by assuming re- 


sponsibility.” Stemming from this is “improved effi- 
ciency” because local units know “the extent of their 
authority.” 

Several coooperating executives agree with the 
executive vice-president of a Canadian manufacturer 
who reports “greater flexibility” from dispersal. 

A steel executive vice-president sees a unique dual 
advantage: “It gives the division a buyer’s undivided 
time and attention; and it brings to the local man- 
agement the policies and problems of the head office.” 

Other benefits frequently named are summed up 
by a marketing vice-president whose chemical firm 
recently switched to dispersed procurement: 


e Savings are effected through elimination of paper 
work, transmittal time, and long communication lines; 

e Decisions are made promptly by men close to the 
pertinent facts; 

e More time is available to personnel in the head office 
to devote to development of policies, plans and pro- 
grams; and 

e A greater share of purchases is made in the com- 
munities where plants are located. 


Finally, the following other advantages of decen- 
tralized purchasing are reported: 


e Better development of plant personnel 
e Improved community good will 
e Better-posted local personnel 


e Better liaison and spirit of cooperation between 
central and local purchasing personnel. 


In Conclusion... 


In a number of instances precisely the same fea- 
tures are listed as advantages for both consolidated 
and dispersed purchasing. In fact, the great major- 
ity of cooperating multiplant companies have found 
it desirable to utilize the best features of each ap- 
proach. Expressing this view is the comment of a 
director of purchases: “We do not feel there is any 
single answer to whether centralized or decentral- 
ized purchasing is more effective.” Another executive 
writes: “The purchasing function should be guided 
by what offers the most effective results, whether it 
be centralized, decentralized or a combination of 
both.” 

In a similar vein, the vice-president of an instru- 
ments and controls producer remarks: 


“We believe purchasing can neither be completely 
centralized nor decentralized, for in a multiplant, multi- 
product operation every single advantage must accrue to 
the corporate operation in these highly competitive 
times.” 


MEASURING EFFECTIVENESS 


Of the questions covered by this month’s survey, 
the one which causes the most concern and prompts 
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the most comment among respondents is the matter 
of measuring the efficiency and effectiveness of the 
purchasing operation—not whether purchasing per- 
formance should be measured, but how it is meas- 
ured. 

Nearly all reporting companies try to gauge the 
performance of their purchasing function. In doing 
this, cooperators usually apply measures which fall 
into three general classifications: routine financial 
audits; measures of buying effectiveness and profi- 
ciency; and appraisals of the efficiency of purchasing 
administration. 


Use of Audits 


Cooperators feel that routine financial audits, usu- 
ally conducted by either the firm’s internal or ex- 
ternal auditors, are sufficient to assure that sound 
financial practices are being followed. Other audits 
are used to see that company purchasing procedures 
and policies are being followed. 

The following is a cross section of reports received 
on this aspect of checking on purchasing perform- 
ance: 


“Copies of all purchase orders are channeled through 
the central office, invoices are spot checked, and price 
comparisons and audits of buying offices are made.” 
(Organic chemicals) 

* * * 

“Our internal auditor makes periodic examinations of 
paid vouchers, tracing the transaction back to the pur- 
chase requisition, with the primary intent of verifying 
amounts paid against purchase contracts, vendor’s in- 
voices and receiving reports.” (Inorganic chemicals) 


99 66s 


These checks are conducted “periodically,” “irregu- 
larly,” or “annually,” and are performed either by 
members of management, or as part of the function 
of the company’s internal or external auditing unit: 


“The internal audit section visits each location at 
least once a year. Procedures are examined and reviewed 
to determine if proper control is maintained and the 
most efficient procedures are followed.” (Paper) 


* * * 


“We occasionally make informal reviews of purchas- 
ing practices pertaining to specific large-volume items.” 
(Textiles) 


* * * 

“Audits of purchasing operations are made as may be 
deemed necessary by the controller’s office. These audits 
are generally a follow-up of the efficiency of controls 
previously established.” (Rubber products) 


Materials Cost Variance 


Many companies utilize measures by which they 
attempt to judge the proficiency or quality of the 
purchasing function. While some of these methods 
are widely used, a number of concerns have expressed 
reservations about their value since there are so few 
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yardsticks which mark the distinction between good 
purchasing and adequate or mediocre buying. 

Approximately one fourth of reporting concerns 
use the “materials cost variance” method in meas- 
uring purchasing quality and effectiveness. Most 
often this is a comparison of the actual cost of a 
commodity—or what the manufacturer has paid— 
and the current market or standard price. Weekly, 
monthly or annual comparisons are made, and fre- 
quently the results are presented to management 
for review. 

Often buyers have lists of standard prices, and it 
is their responsibility to see that actual costs stay 
within or under such figures. Items which appear to 
be out of line are brought up for general review. 

One steel corporation executive vice-president re- 
ports on the use of market conditions and prices in 
this way: 


“Our internal auditors check monthly to see that our 
actual buying is close to market prices. Furthermore, 
our external auditors check annually to insure that our 
buying has been priced in accordance with reported 
markets, and the purchasing division is expected to re- 
port changing market conditions.” 


An official of an aircraft parts producer describes 
the system his company employs: 


“General ability is apparent from the magnitude and 
direction of materials price variance reported in monthly 
financial statements. Market fluctuations and trends are 
anticipated twelve months in advance, and actual costs 
are compared with cost estimates prepared when the 
business was negotiated.” 


Inventory Levels 


Another sizable group reports checking inventory 
levels to evaluate purchasing proficiency. In some 
companies inventory is checked periodically to see 
if established inventory levels are complied with. 

One administrator sees inventory as a guide to 
“assure material when and where we want it,” and 
purchasing ability is judged accordingly. A chemical 
official uses as a check the “relative inventory level 
and rate of turnover,” while an apparel buying de- 
partment judges inventories against “length of de- 
livery time and available storage space.” 


Budgets: Two Kinds 


The quality of purchasing is sometimes judged by 
the degree to which the department stays within 
operating budgets and production material appropri- 
ations or estimates. The following comment is 
typical: 


“We gauge the effectiveness of our purchasing depart- 
ment by determining whether it stays within the budget 
which has been set up for salaries, overhead and other 
expenses involved in the operation.” 
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Other firms compare actual costs against budgets 
or appropriations, and judge buying ability accord- 
ingly. One paper company president writes: “We 
measure our purchasing operation on its capacity to 
stay within the budgets that have been set up for 
materials by the various departments.” 

Other companies point out that such budgets are 
not useful to them, however, since purchasing fre- 
quently has little control over the prices it pays for 
the materials it buys. 


Other Indicators 


Other items that are watched in checking purchas- 
ing proficiency are reported: 


e Use of comparison of prices between various units 
of decentralized companies 


e Quality of vendors used 


e Degree of plant and operating management satis- 
faction 


e Absence of operational interruptions. 


In Conclusion... 


These and many more gauges and measures are 
applied in an effort to determine buying effectiveness 
and efficiency. Many cooperators feel, though, that 
the subject boils down to three basic considerations. 
These are stated by the treasurer of a food process- 
ing company: “Purchasing is not all price buying. 
There are three factors involved: price, quality and 
service.” 


APPRAISING ADMINISTRATION 


Two methods are used by cooperating companies 
to measure the efficiency with which the purchasing 
office is administered: the policy and procedure audit 
noted earlier; and quantitative analyses of such things 
as volume of work and unit costs. 

One of the most comprehensive systems of quanti- 
tative measurement is that set up by a specialized 
industrial machinery concern. The vice-president in 
charge of purchases gives this rundown on the points 
covered: 


“Monthly reports are tabulated and graphed. They 
show number of purchase orders issued, dollar value of 
purchase orders for the month, number of personnel, 
payroll, operating expense, cost to issue each purchase 
order, cost to spend a dollar, number of requisitions re- 
ceived, number of requisitions turned into purchase 
orders, number of requisitions more than two weeks old, 
absentee reports, cost of reclamation and rectification, 
and amount of settlement.” 


Similarly, a communications equipment president 
writes: “Certain criteria are maintained and meas- 
ured monthly such as purchasing representative time 
per vendor, expense dollar per purchase order, and 
average value per purchase order.” 


Another industrial machinery firm investigates 
primarily the human factor as an efficiency measure 
or effectiveness guide. Buyers keep a series of “daily 
records,” and are measured on the number of requi- 
sitions they receive and the number of orders they 
process. Typists are checked on the “number of 
orders put through,” and a chart is maintained “to 
determine the work accomplished.” 

Figures obtained by such analyses are usually in- 
terpreted in the light of past performance or, in the 
case of multiplant companies having several buying 
offices, by comparing performances among them. 

Although some companies indicate a relative de- 
gree of satisfaction with their systems, others have 
tried the mathematical approach and found it want- 
ing. Says the president of an instruments and con- 
trols manufacturer: “We compile and make compari- 
sons of statistics, but they are used only as a check 
and not as a measure of good purchasing. Variance 
in the nature of commodities does not permit good 
comparison of performance on a statistical basis.” 

An executive of a refrigeration equipment concern 
writes: 


“Some purchase orders are issued monthly, while others 
are blanket orders covering a period of twelve months. 
If you try to measure the number of such varying pur- 
chase orders issued against the budget of each depart- 
ment, you do not come up with a proper comparison. 
In addition, one division may purchase items which are 
easy to obtain, while another may be faced with added 
costs because it is necessary to expedite hard-to-find 
materials.” 


And another executive reports: 


“No formalized or mathematical yardstick has been 
developed for determination of the efficiency of the pur- 
chasing organization. Many have been tried and in 
every case have been found at best less than useful and — 
in many instances misleading.” 


A DIFFICULT PROBLEM 


Despite the broad range of methods used by some 
companies in determining the quality and effective- 
ness of the purchasing function, participants state 
they have as yet found no completely satisfactory 
technique for the purpose. Indication from these 
concerns is that the need is great but that—at least 
for them—no solution has been found. Manage- 
ment’s awareness of the problem is reflected by this 
statement from an office equipment president: 


“We sense a potential deficiency here, and it is one 
of the most pressing concerns of our management today. 
We are engaged in the selection of an outside manage- 
ment consultant to investigate and submit recommenda- 
tions on this phase of our operations.” 


And the vice-president of a chemical producer 
points out: 
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“I do not feel that we have done too good a job in 
establishing satisfactory standards and methods of evalu- 
ating and measuring the efficiency of our purchasing ac- 
tivities. We are trying to do something about it at this 
time.” 


Much in the same tenor is the statement of a 
textile purchasing director whose company has one 
of the more elaborate systems noted among respon- 
dents but who is still not satisfied: “In spite of con- 
siderable time, thought and effort over a long period 
of years, we have been unable to establish any ac- 
curate methods of measuring purchasing efficiency.” 

The chief purchasing official of a rubber products 
manufacturer says that his company has not as yet 
been able to devise a standard because “each prob- 
lem and each man’s assignment varies so.” The as- 
sistant to the president of a multidivision chemical 
manufacturer points out management’s recognition 
that periodic “pulse taking” is “an incomplete: ap- 
proach to this problem and our people are quite inter- 
ested in any ideas” on the subject. And a textile vice- 
president says that the limited use of measurements 
in his company is “not by decision but by neglect.” 


Solutions in Sight? 


A few companies write that they are giving much 
thought to the difficulty of measuring effectiveness 
and hope to come up with satisfactory answers. At 
least three of the larger concerns participating in 
the survey are giving consideration to improving the 


Business 


Labor Productivity in Soviet and American Industry— 
—One conclusion of this book (based upon certain stated 
hypotheses) is that productivity in the U.S.S.R. will 
range from 44% to 59% of United States productivity by 
1960 and from 49% to 86% by 1970.—By Walter Galen- 
son, Columbia Unwersity Press, New York, 1955. $5.50. 


Government Contracting in Atomic Energy—An examina- 
tion of the relatively new concept of public ownership 

_ and private operation as it pertains to the development 
of the atomic energy program in the United States. An 
analysis of government fixed-price contracts, variable- 
price contracts, cost-plus-fixed-fee contracts and their 
variations is also included. The author attempts to show 
the significance of these contracts as a pattern for future 
private atomic energy industries—By Richard A. Tybout. 
The University of Michigan Press, Ann Arbor. 280 pages. 
$4.50. 


Atomic Energy and Congress—A discussion of the pro- 
cesses and people through which the government devel- 
oped and controlled the atom. The working relation- 
ships between the two principals, the Joint Committee 
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quality of buying personnel in the belief that better- 
qualified men will do a better job. Reports one tex- 
tile purchasing director: 


“We are doing much thinking today on the subject 
of higher-caliber personnel for purchasing through train- 
ing of present buyers and raising standards when adding 
or replacing. Purchasing can produce added profits for 
the company, but it will be done by buyers who have 
ideas and background that lift them beyond the routine 
buying job.” 


This same official also calls for “a sound incentive 
system” that will let the buyer participate in sav- 
ings made as a result of his attention to the possibili- 
ties over and above just routine order taking. And 
one steel producer’s director of purchases describes a 
recent development in his company: 


“We have a full-time procedure analyst who reports 
directly to the director of purchases. His job is to be 
continually on the lookout for possible short cuts in 
paper work and more efficient methods of handling our 
work.” 


Responses to this month’s survey bear testimony 
to the views of one executive who wrote: “Purchas- 
ing is a personal concern of top executives and oper- 
ating men, and proper purchasing policies are essen- 
tial to the success of business today.” 


Rocrer M. Prcram 
G. CuarK Txuompson, Director 
Division of Business Practices 
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on Atomic Energy and the Atomic Energy Commission, 
are covered. The author explains how these groups 
adopted and developed policies under unique circum- 
stances between 1946 and 1955—By Morgan Thomas, 
The University of Michigan Press, Ann Arbor. 232 pages. 
$4.75. 


The Postwar Functioning of Banking: Return to Normal— 
Contains the lectures, delivered at the Seventh Inter- 
national Banking Summer School—Consejo Superior 
Bancario, Madrid, 1954. 


Proceedings of the World Symposium on Applied Solar 
Energy—A transcript of the papers, including photo- 
graphs and drawings, presented by authorities at the 
World Symposium on Applied Solar Energy held in 
Phoenix, Arizona, November 1-5, 1055. Included are 
papers on topics such as the economics of solar energy, 
solar house heating, direct conversion of solar energy, 
electricity from the sun, and a discussion of the future 
of applied solar energy—Available from Association for 
Applied Solar Energy, Phoenix, Arizona. 304 pages. $5.00. 
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SELECTED BUSINESS INDICATORS 


Chartbook 


Page “ Series 


Industrial production 
Totallid 2 2gR iis. Sere Sst cance die tiecitee sete stoits ibiete asl 
Nondurables manufacturing.............seceeeeees 
Durables manufacturing: (<4; «1+: tsraecteajshetraiiete 518 


Wholesale prices 
A commodities. ucae vcs nea cic fe se ote etcetera ciee 


Consumer prices (NICB) 
All hemp 3. o's tele 02s oe een eiaiate Metal is etaiarete. 


ER USWA cae asah cn tors -g ass opsie ie anassnso ibis gaol @ys on b teiee oes 
Hood pire cars stts stots cise c's o's taste shi setion se] meatee starts 


Prices received and paid by farmers 
Prices received 
Prices paid* 34: : Asya choscts sits «panes aitieeazeei estes <6» 
Parity patio’: ib sas tmecie oaks sets, sass lynne eels ns 


Employment and unemployment (Census)* 
Labor foreé, 5:2 oc..o ee vip aie Section eee peptic nes 
Employment t...cnales ounces satis earth seme terse o= 
Nonfarm ‘employment osc, s -«isia;, dey cisteres iw wae ts See 
Unemployment’... s:.... ssc 0-'e seteels tines eine es 

Nonfarm employment (BLS) 

Totaliss f2.25 diumcrgheadeatls tauistonvucaciite ee ee een 
Production workers in durables manufacturing...... 
Production workers in nondurables manufacturing. .. 
Employees in nonmanufacturing...............-.+. 


Average work week 
All manufacturing’ \c.occts. 8 crcl s<jeles ceteris 
Durables manufacturing, 2.55.1 s!//0310 6.001602 0510000 


Nondurables manufacturing..............--+-s002- 


Average hourly earnings 
All manufacturing 25. 4c tisias 3a seme osteo epee 
Durables manufacturing............-.0+-seeceeee: 
Nondurables manufacturing..........-.++-e-eeeee: 


| | 


Average weekly earnings 
AM rman factoring vai. «cele steve nian cis 16) sic e aria ersi 
Durables’manufacturme@s. 02. . vec te tsce feces 
Nondurables manufacturing...............eesee02: 


| | | es | | | | 


Personal income 


Ss | | | | | | 


Instalment credit 
Extensions SIRE cate ieset can dnele celta ais 4 
Repayments ch... siaoypersists mpsizisticicel> » eseeiee «=< 
Instalment credit outstanding..................... 


—_—— eee | | | 


New construction 


Total private: cnet a.csenn Aaah ae b Se teed es 
Private nonfarm residential....................0-: 


EE 


Retail trade: Durable goods stores 
Inventories fis, 3 Getic ich o's «cave de de opment y 3 


—_——_— ee | | | | | | 


Retail trade: Nondurable goods stores 
Inventorieds cisé.<ae-cinehisien @se a.< St atstesians otis Bek 
Balled y cos cece Ware ats cette cinicie scorn op ecaitate sles ace 
Inventory—Sales ratio.) che eee ce eee os Botts ee rcs 


Unit 
February April 

1947-49 = 100 S 143 136 
1947-49 =100 S T 130 126 
1947-49 = 100 S 158 151 
1947-49 = 100 5 112.4 110.5 
1947-49 = 100 Fi 120.6 115.7 
1947-49 = 100 88.0 86.6 86.0 94.2 
1953 =100 101.0 101.1 101.1 100.1 
1953 =100 102.6 102.6 102.4 101.5 
1953 =100 97.0 97.0 97.3 98.3 
1910-14=100 233 230 226 Q47 
1910-14 =100 284 282 280 284 
1910-14 =100 82 82 81 87 
Thousand persons 66,555 65,912 65,491 64,647 
Thousand persons 63,990 63,078 62,577 61,685 
Thousand persons 57,603 57,400 57,107 55,470 
Thousand persons 2,564 2,834 2,914 2,962 
Thousand persons S 50,377 r 60,210 r 50,292 48,882 
Thousand persons S 7,637 |r 17,618 |r 7,684 7,443 
Thousand persons S 5,574 |r 5,563 |r 5,566 5,491 
Thousand persons S 33,528 |r 33,412 r 33,436 32,502 
Hours 40.2 |r 40.4 40.5 40.3 
Hours 40.9 |r 41.0 41.0 41.2 
Hours 39.1 fr +3956 39.8 39.0 
Dollars 1.95 1.95 1.93 1.86 
Dollars B.07. 2.06 2.05 1.98 
Dollars 1.78 1.78 1.75 1.69 
Dollars 78.39 |r 78.78 78.17 74.96 
Dollars 84.66 |r 84.46 84.05 81.58 
Dollars 69.60 |r 70.49 69.65 65.91 
Billion dollars S A n.a 314.9 313.3 295.76 
Billion dollars S A n.a 224.6 223.5 209 .4b 
Billion dollars S A n.d 96.0 95.5 91.46 
Million dollars S n.a 2,988 3,192 8,045 
Million dollars S n.a 2,790 2,845 2,562b 
Million dollars n.a 27,964 27,784 22,974b 
Million dollars S A 41,988 41,532 41,448 42,300 
Million dollars S A 29,892 29,520 29,268 30,300 
Million dollars S A 15,252 15,168 15,180 16,692 
Million dollars S n.a 11,220 11,450 10,4506 
Million dollars S n.a 5,466 5,354 5,458b 

* n.a 2.05 2.14 1.916 
Million dollars S n.a 12,630 12,760 12,1405 
Million dollars S n.a 10,274 9,992 9,602b 

* n.a 1.23 1.28 1.266 
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SELECTED BUSINESS 


Durables mfg.: 
Inventories 


Sales and inventories 


Nondurables mfg.: 


Inventories 


Sales and inventories 


Deposit turnover: New York City 
Deposit turnover: 337 other centers® 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Chartbook 
Page * 


Gross national product 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Before taxes 
After taxes 
Dividend payments 
Retained earnings 


Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit® 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tse Conrerence Boarp; Department of Agriculture; Bureau of the Census; 
Securities and an Commission; Bureau of the Budget; F. W. Dodge Cor- 
poration; Standard & Poor’s; Dun & Bradstreet. 

‘Includes interest, taxes and w .  *Prices received divided by prices paid. 
"Data exclude the Armed Forces. ‘Labor income’ ” includes. wages and salaries, 
and “other labor income.” Both “labor income” and “other income” include em- 
ployee contributions to social insurance, which are excluded from the total. ‘Includes 
graot-aid shipments. ‘Excludes Boston, Philadelphia, Chicago, Detroit, San Fran- 
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INDICATORS (Continued) 


1956 


March February 


Million dollars S 
Million dollars S 


* 


Million dollars S 
Million dollars S 


* 


Million dollars 
Million dollars 
Million dollars 


Billion dollars 
Tt 


Thous. sq. ft. fl. sp.S 


Thous. sq. ft. fi. sp.S 
Million dollars S 


H 


1947-49 = 100 


Number S 


54,540 
n.a. 
40.6 
91.8 

510.8 

11,158 

933 


ours 8 


1956 


I 
Quarter 


IV 
Quarter 


Ill 1 
Quarter Quarter 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Million dollars 
Million dollars 
Million dollars 
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22,192 
15,623 
-1,316 


12,243 
16,178 
~7,884 


roduct, less change in business 


cisco, Los Angeles and New York. 7Gross national 
A-annual rate. a-anticipated. 


inventories. *Beginning July 1. S—seasonally adjusted. 
For the II Quarter of 1956, anticipated outlays are: Total, 35.32; Manufacturing, 
15.40; and Nonmanufacturing, 19.92. 6-March, 1955 for monthly data. c—pre- 
liminary estimate by Coane of Economic ‘Advisers. p-preliminary. r-—revised. 
*End-of-month inventory, divided by sales during the month. {Debits (annual rate) 
divided by deposits, seasonally adjusted. n.a.Not available. AChartbook of Current 
Business Trends, Tas ConrereNce Boarp, 1956. Copies available to Board Asso- 
ciates on request. 


MERGERS AND PROPERTY TRANSFERS 


HE FOLLOWING tabulation is a continuation 
of the listing of mergers and transfers of exist- 
ing facilities carried in The Business Record for 
December, 1955, and each issue from February, 1956. 
It covers those mergers and property transfers re- 
ported in April, 1956. Some that took place earlier 


are also listed, since they were announced too late 
for inclusion previously. The listing is meant to cover 
all industries except public utilities, railroads and 
banks. For further explanations of the type of 
transactions included, refer to page 476 of the De- 
cember issue of The Business Record. 


Size! 


(Millions 


No. Purchaser /Seller Property Acquired Description of Dollars) 
L‘VAleo: Products) Ane5.,345 tr os.c tsi ee | bd wsvedaw eR nee eee ae nee een Produces Diesel engines, locomotives and| 103.9 
other transportation equipment 
Exclusive Canadian. rights:to Kanigen |) 9 090..eijed. th «eclectic 
Nickel Plating Process (Process devel- 
oped by General American Transporta- 
tion Corp.) 
2” American MVACR.G, Inc. .2...es cece) | | cei Maca s oe cin fine slate reise lassie PePayeterneiaieielersaietete ns ete slat eetareinte nis n.a 
The Diesel Engine? Division of Hallet o*« s:</cmsrtaraaote'e sete oi steele trees n.a 
Mfg. Co. 
8° "|Anderson-Prichard Oil Corp... 0" || Vise heres eee ee oe oe Independent integrated oil co........ 60.8 
50% interest'in' Warrior ‘Oil Corp.:.4¢ _¢|\g beasmvac aw elect a setae aerial | ee 
4 ‘|Atlantic Refinmg Co\(Purchaser)...51 ‘yl .s.c0.0cnes lene es sehen As Produces and refines petroleum...... 611.5 
Houston Oil Co. of Texas (Seller)... Oil, gas and pipeline’properties..5j:25. | ¥. \dsmaa vite ~ «tc nce etelis tle deetieate tig 
5. Atlas: Corporations ssc cncctiecremicniccrtama | Meaiaermedaatecnetas eater 6 eae raeiane ce Closed end non-diversified investment} 88.0 
company 
Merged: 
(1) Wasatch Corp. (sub. of Atlas Corp.)|Buys and sells securities, engages in un-| 13.9 
derwriting 
(2) RKO Pictures Corp............. Inactive company. Formerly, holding] ..... 
company which engaged in motion pic- 
ture production and distribution through 
subsidiaries 
(8) ;Asrfleets ‘Tine oie. creterg:s tore ctateve cleros Diverse interests; oil and gas exploration;} 4.8 
owns aircraft leased to others; invest- 
ments in uranium properties; finances 
motion pictures produced by Independ- 
ent Artists Inc., a subsidiary 
(4) Albuquerque Associated Qil'Go., nc epeiye ee eee seciwie sea a ond 
(5) ‘San. Diego, Corp o.spca- ie cies «aps os Explores, develops, operates oil prop-| 2.9 
erties 
6: |Aunior Gold Mines! Lid.n apertacdtucee Mid see de cet eae sc ee eer Gold mining enterprise............. 4.5 
Purchased shares of Geco, Mines: Holds} it. -ctiecssscecceers ccs saeco | Npameuieee 
25,000 shares 
7) | Barry ControlaiIne: <..sssoccceeacsaie, 1 | cd, sarees lee ate ohetelan ote aelatets et terete Makes shock absorbing equipment 2.6 
U.S. Sheet: Metal Products Co.cc 1 ul oe cewieneve catenin Cree ee eens n.d. 
Si= (Bates Manufacturing 'Co..../s.s +s, || 9. van teh eee oe To ee oe era Mfrs. diversified textile products..... 40.8 
National Chenille Products Co...... Mfrs. textile products.............. n.d. 
9 Ee Wit Bliss, Cons Rivicn copter steageoe et bl She cunrcth aye eit: coreene marae terete retatere ere Mfrs. presses and rolling mill equipment | 46.5 
Controlling interest in Matteson Equip-|Designs and builds special steel mill fin-} _n.a. 
ment Co. (will operate as a sub.) ishing equipment 
10 » | Borden Co... crix wastosieyer elias ds an cent nete aee ee eee Mfrs. dairy products.............+- 309.7 
Resin Industries, including Resinite Sales] Makes moulding compounds, plastics} 0.3* 
Corp. and Grant Chemical Co. and plastic products 
If ||Borden.Co. Ltd (Sab, of;Borden Co.) o 0a. nn oer eae Mfrs. dairy products ............... n.d. 
(1) Wilson's Dairy..,..:.:: teatetuerverieads ae land geen cle os 6 eae Scie nase Oe ee n.a. 
(2), Robb-Brown, Dairy, Sacrtius asin oe. tees te cap heats age tients yee aes n.d. 
12 Borg-Warner, Corporations: «125 igen aes) tebewre'isipttee Cae een aseene Diversified mfg. co.; makes heating equip-| 343.9 
ment; amphibious tanks, “Norge” ap- 
pliances, auto parts 
Assets and liabilities of York Corp... _ | Air-conditioning firm............... 70.8 
XS "| Breeze Corporations,inGs scaecaace-w all avec tater tame cept eee eee Mfrs. aircraft and auto accessories. . . 7.6 
Slip ring division, of @&M Industries: Ine) o| , eeseaen erates «ai nii«, esr ete feiss otal | 
14, +\ Burlington Jndistries Incm 7.0 arte Ne REL, PO WOR Beco sc eins Several Mfrs. synthetic fabrics; also woolens,| 510.3 
hosiery and other textiles 
Increased direct holdings of Goodall-|Owns and operates textile plants.... 16.3 


Sanford Inc. to 586,274 shares 
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Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller 


Property Acquired 


Description 


— |__| 


Burroughs Corporation............. 


15 


16 


17 


18 


19 


20 
21 


22 


23 


24 


25 


26 


27 


28 


29 


30 


31 


32 
33 
34 
35 


Crand! ©) Super! Corp..<\frrsiil- es a 


Catalin Corporation of America...... 
Celotex Corporation...../...0556.05%. 
Ford Motor Co. and Ford Motor Co. 


Fund 
Champion Industries, Inc........... 


Chemway Corporation.............. 
Cities Service Co..........0...05.. 


Texas National Petroleum Company 
Consolidated Foods Corp........... 


Cornell Paperboard Products Co..... 


Crowell-Collier Publishing Co.......... 


Crucible Steel Co. of America.......... 


Cuban-American Sugar Co............. 


Cuban Canadian Mining & Industrial 


Development Co. 


Electrographic Corp................ 


Empire Millwork Corp............. 


Fageol Products Co...............- 
(Sub. of Twin Coach Co.) 


Falstaff Brewing Co................ 


Mlage-Wties COIp....6. ssesaces. > 
Flour Mills of America, Inc......... 
Forstmann Woolen Co.............. 


Fort Pitt Brewing Co.............. 


All outstanding shares of: 
(1) Power Products Inc............. 
(2) Champion Implements Corp..... 


249,000 acres of timber rights and timber- 
land, and a plant site 


of Landis Machine Co. 


Television Corp. of America (affiliate of 
American Broadcasting Co.) 


Center Co. 


Crystal Sugar Co. to 89,300 shares 


type & Stereotype Co. 
Outstanding interest in: 
(1) Empire-Park Square Lumber Corp. 
(2) Triangle-Brister Lumber Sales Corp. 
(8) Pacific.Stnds Inc... ........ 64... 
(4) Rhodes Hardwood Flooring Corp. 


(1) Harry Mitchell Brewing Co...... 
(2) Galveston-Houston Breweries Inc. 


(1) All stock of Jacob Siegel Co...... 


sor Overcoat Co. 


Acquired outstanding common stock of 


Mfrs. office equipment, business ma- 
chines; also military-defense items 
Designs, develops, makes electronic com- 
puters and data processing equipment 

Diversified business enterprises: operates 
Nedick chain; makes soft drinks; makes 
rubber products 


Mfrs. gasoline engines.............. 

Assembles paint spray guns from pur- 
chased parts 

Makes plastic resins in liquid and solid 
forms, and additives for lubricating oils 

Makes synthetic resins, gums, colors, etc. 

Mfrs. building materials, insulating board 
and accoustic items 


Formerly made shoe repair machinery; 
sold machinery, receivables and equip- 
ment; became investment company 


41% of common and all preferred stock|Mfrs. and distributes complete line of 


shoe repair machinery 
Mfrs. proprietary drugs............. 
Refines beeswax.............-..... 
Engages in all phases of oil and natural 
gas business 
Food processor and wholesale grocer. 
Operates chain of 34 supermarkets... 


Mfrs. wallboard, boxboard containers, 
etc. 

Mérs; paper plates .%.j.%:. nated. miaes 

Publishing company................ 


Produces tool steels................ 


Acquired 50% of voting stock of Crucible| Engages in construction, purchase, sale 


and lease of office and warehouse 
properties 
Produces and refines sugar.......... 


Increased direct holdings of American|Domestic beet sugar producer....... 


100,000 shares of Devon-Leduc Oils Ltd.} Owns oil and gas lands in Alberta, Canada 


Mfrs. and distributes electrotypes.... 


Entire capital stock of Chicago Electro-| Mfrs. electrotypes and stereotypes... 


Produces millwork for building industry 


Faith Mills, Inc. (will operate as a sub.) | Mfrs. knit goods................... 


Engages in flour, feed, grain milling. . 
POUT TAMING ssid. saree. eee ee 
Mfrs. knitted hosiery and men’s sweaters 
Brews beer and ale................. 
Mfrs. topcoats and overcoats........ 


(2) Entire partnership interests of Wind-| Mfrs. topcoats and overcoats........ 


Sizel 
(Millions 
of Dollars) 


181.8 
3.3 
12.3 


2.7 
6.8 


n.d. 
1,094.7 


SSMIMSHSwmorHrLs 
Sik S aps ais 
Secs, 8 ASo) Se Pe Gyitry eat case 
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Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller 


Property Acquired 


Sizel 
(Millions 
of Dollars) 


ee 


37 


38 


39 


40 


41 


42 


43 


44 
45 
46 


47 


48 
49 


50 
51 


52 
53 


54 
55 


56 


Frontier Refining Co............... 


John Oil Company................ 
Fruehauf Trailer €o..6./00. -. 0000. 


BE. A. Laboratories... «0.4.2 501000% 
Giddings & Lewis Machine Tool Co.. 


Kelly Reamer Co................. 
Globe-Wernicke Co................ 
(Sub. of City Auto Stamping Co.) 

Carthage Cincinnati Corp......... 


Gulf OW Corps are xjam tele a)tastelates- ye 


H&B American Machine Co......... 
Hall-Scott, Ine.dc< 00> saneles REPE 


Hammond Organ Co............... 
Morris Paper Mills..:........+-+.. 


(1) Hanna Coal & Ore Corp......... 
[Sub. of Hanna (M.A.) Co.] 

(2) National Steel Corp............. 

(3) Wheeling Steel Corp............ 


(4) Youngstown Sheet & Tube Co... 

(5) Armco asia. eepememecen snc eeite 
American Hawaiian Steamship Co.. 

Hathaway (C.F) Cojsih. ce acit oer 
Lockwood-Dutchess, Inc........... 

Helene Curtis Industries, Inc........ 
(Employees’ Profit-Sharing Retirement 

Plan) 


Indiana Steel Products Co.......... 


Industrial Enterprises, Inc.......... 
(formerly Demlein Corp.) 


Jackson. Meg OG cicn< Asan ooete sie os 
Rendall oui atren cot Wren aes tage raion 


Abney family interests............. 
Lamb (Edward) Enterprises......... 


Control of Commercial Controls Corp. 


(Sub. of Equity Corp.) 


Purchased two of its franchise operations: 
Frito New York, Inc. and New England 
Fritos Corp. (both will operate as subs.) 


Independent Metal Products Co..... 
(will operate as a division) 


Hydraulic shock absorber business, in- 
ventory and machinery 

Automobile, truck and bus heater busi- 
ness 


95% of outstanding stock of Warren 
Petroleum Corporation 


Entire capital stock of Milwaukee Crane 
& Service Co. 


Increased direct holdings of Sieberling 
Rubber Co. to 63,831 common shares 
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Mfrs. calculating machines and office 
equipment 

Mfrs. automatic and controlling office 
machines and equipment 

Makes food products, jobs purchased 
food items and mfrs. food production 
machinery 


Produces and refines crude oil, and dis- 
tributes petroleum products 

Mfrs. truck trailers and parts........ 

Mfrs. truck and trailer tanks........ 


Mfrs. auto parts, and radio and TV 
antennas 


ment 
Mfrs. steel filing cabinets, desks, tables, 
shelving 


Integrated international oil unit.... 
Markets natural gasoline, LP gas... 


. sheet metal and airframe parts 

. precision parts for aircraft..... 
. engines but is now diversifying. 
. electronic products........... 
. organs and musical instruments 


(1) Produces hard coal and iron ore. . 


(2) Produces steel; 7 e0 a s.n sores cece 

(3) Produces flat-rolled items, fabricates 
culverts, roofing 

(A) Produces'steel. i. 0.05 2.0.4 «eee 

(5) Produces steel... 0050. oc. aeas 


Mfrs. beauty shop supplies and equipment 


Mfrs. “‘Stopette” and other toiletries 

Car rental ‘ageney scsi. testes ie as 

Car rental agency. 3-5. sc0. ae cabcee 

Mines zine ores, mills zine and alloy 
sheets 

Holds certain licenses for nonferrous 
hydrometallurgical processes 

Makes magnets. (.72.2 ducer t gern eter 


Mfrs. overhead electric traveling cranes 


Mfrs. wheelbarrows...............- 

Mfrs. garden carts, seeders, spreaders. 

Makes commercial textiles, surgical 
dressings 

Produces print cloth................ 


Mfrs. tires, tubes, other rubber products 


BUSINESS 


RECORD 


No. 


57 


58 


59 


60 


61 


62 
63 


64 


65 


66 


67 


68 


69 


70 


71 


72 


73 


74 
75 


76 


77 


78 


ee ee ee ee eee 


Mergers and Transfers of Existing Facilities—continued 


Purchaser /Seller Property Acquired Description 


Produces pharmaceuticals and drug prod- 
ucts 

Distributes veterinary biologicals and 

pharmaceuticals 


All stock of Corn States Laboratories 
(will operate as a sub.) 


Cardin UGenTOn Ian lel ait Baw ce Crea Giitel 7 SRD Cray He ailing oc aee ieee ee ae et ee rere: 
vestment bankers) and a small group of 
associates 
All outstanding stock of Sugar Securities}  ............. ccc cece cece eee 
Corp. 
aie tat SbUATt Ei) COur tevae Sicbietoun ta EMa cicn te droicte. 6:4. sscivialare’s ve dara s,svovs'p ore « Mfrs. electrical assemblies........... 
Control of Nuclear, Blectronies Corps yf |p 1 sc acc cccseresscdaccccessccsciee 
ARO WE MLS a WALES LOOL i (c acomteyrais | SMa ats fice s th aie 'cs/aa ne ase sce aetaua Ate aaah Mfrs. and sells jute, burlap and other 
yarns 
Orrco Industries, Inc...........-.++ ee carpet, mattress and furniture pad- 
in 
SPE PANG CNOUN Shy Pin a las Picnic Riet sos bs aoe ceasaeovesins Nee. bats : De Dib UCTS Soe reee 
Controlling interest in National Rubber|Mfrs. machinery for rubber and plastics 
Machinery Co. 
RtariDlORMNG ATier yee eee laren (eres y I . Peendesneric steumesisisheufebetacS! Sie a lora, «ushoje diss Halifax businessman............... 
United Service Corp. Ltd.......... IMprabimerAccessOries: Ltdias,-Sinasentecis, abil ede: cyrielanverosiean dias cane sles ales odie mee 
item (Lester) Go CO... on cestnetieises: sash obnamae eet Sh SS OPER ECR ae, LA Ce ce eens WG eer nhek atures 
Increased holdings of Mojud Co. to|Mfrs. lingerie....................0. 
210,000 shares 
VU IECtIIC ML Se OO cre cists einet wl xs cose creacpe ay ade eB he nyesissciays Mfrs., sells lighting fixtures and kitchen 
ventilating fans 
’ Merged Progress Mfg. Co..........- Mfrs. home lighting fixtures......... 
MeNeiliMachine & Engineeringi\Co.. Wi ons chica cae ssc sasececscceathe oe Mfrs. rubber tire presses, mechanical rub- 
ber goods presses, rubber sponge presses, 
tube moulds and vulcanizers 
Merged Lincoln Engineering Co..... Mfrs. lubricating equipment......... 
Paes era ity COLD rats ceutacibroamiel || gk Sect aaete aes. << oo aerantay cdin ta ae Engages in the detinning of tinplate 
scrap 
Glenn Co. (will operate as a sub.).... Makes constant voltage power sources 
Pane sn np Ncerin eg CO cai tccminns lim oon Wes arses: is, sites a ieberstele seumcea: + Mines tungsten and other metals.... 
Acquired controlling interest in Minas y| ....... eeee eee ee 
Minerales, S. A. 
Meniawksensiness: Machines Corps. Jiltah oc occs cs.cs.cceoiie9 ces tooo easel Mfrs. wire and tape recorders........ 
Carol Mlectronies COrpacheweu cucestetele NMR Bees carro cok itveed urtnest?s com ace dm ensuar pve 
National Brewing Co. of Baltimore; [0 os... caer easde edinlew Souls Brewer t-.Pet sna hinc soe orator 
Increased direct holdings of National|Brewer.................--sse0000 
Brewing Co. of Michigan to 509,055 
shares 
Perera ULPOsierya NUS ALN CG as fe lctins «ommelBMN es occ cidinrece cua cos esere ve eaeia del Gs Mfrs. ladies’ hosiery..............-- 
increased! :f01.95 05, HOIdINGR, thy COMMON Ele 5 ce avedies oa chars ore isi0' aussie alee 
shares of Celtic Knitting Co., Ltd. 
BOA LEA OOcmarnmaideptee cine ives, alt Wricideyu syste warsie'n sie meena ag Operates retail food store chain...... 
BVLGOCsStOTes Me MICHIGAN: sravareicteudia: ets | MALS PE Mats Giieveisutumiein Che uaysuesctsbaiapaiaiae cuege dbces® 
PRETRIAL AC OTAY EL eS redccriode Sie ake alas an) | Mal MU eS SS ce ac 731 5,1 5% fw aios so’ m9? oats Engages in gold dredging and leasing, 
and selling of agricultural lands 
Assets of American President Lines Asso-| oo... ce cece eee cece cece cence 
ciates . 
Sh LES) UOTE el BY IRE 3c Pea epee wn ten Ry a ee Explores and develops mineral deposits, 
including gas and oil 
Gertain oil) wells, acreage, and, uraniuin| © 2.0... cc cae cee vce vinesecweeces 
claims comprising all the assets of Sin- 
clair Industries Inc. 
REE VOFK, Wire CLOLL COMPANY. c<ns 0 | fo. views x sje cues sgiarse ote oss sue e eee Mfrs. metal screens............-.-- 


Papevellowskcniio: Mines, CLO. mal emicsae sods acucincebelceceaes« © + 
Merged Endeavor Mining Corp (New 
name will be Mining Endeavor Co. Ltd.) 
ERNEK HEE LODADE (xB8 CO. tease TRB ccic> eeetaes Marea eae oversee ales 61 
(Sub. of Superior Propane Ltd.) 


Engages in nucleonics and advanced 
electronics 


ICAL COLE: OL UAIMCTICHS LINC across ici, |I\tubutete a(S iclersuar Taso score: o.oo og PE suas 


(1) Isotope Specialties Co........... 
(2) Research Chemicals Inc......... 


PET NTACCHIC ID oo en aera yeiescite a MEL Le Pas «>. Soersyaret aie « ac. Sanrsle Bardia bt0% os 
PPO GODS. URC. «5, «<n is mic au Stealers 
(Hunt will become a sub.) 


Produces high purity rare earths used 
primarily in research laboratories 

Mfrs. matches, produces lumber..... 

Packs and processes food products... 
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Mergers and Transfers of Existing Facilities—continued 


Size! 

No. Purchaser/Seller Property Acquired Description often 

79. '|\Paeiic Coast: Aggregates; Ine. yesess |] Me wers sere aietadatals ai ty aati aier = aratere Produces and distributes crushed rock,} 11.4 
sand, concrete; prepares wet-mix con- 
crete; operates cement plant 

Santa Cruz Portland Cement Co..... Makes Portland and high silica cement] 11.2 
(will operate as a division) 
80 | Pawtucket Spinning Ring Cowiccon.. jl) Mapioute ee cis ate weer cists lclelotetetonei ets Mfrs. spinning rings...............- 1.0* 
(Sub. of Saco-Lowell Shops) 
100% of the common stock of Victor|Mfrs. rings and travelers............ .025* 
Ring Traveler Co. 
81°) |Peabody ‘Coal Cory ccs cere nettonte: Yh \lmibaeys cntten tattle eioee diet tcc pent avetshc tearm Coal producer ia.ce asta: emcee 105.1 
(1) Midwest-Radiant’Corpy.-s asa tl pomereecmeard sersits eerie eee n.d. 
(2) Perry: Coal ‘Cot : sce dec.jecte Uke «Lee Sbaiera ets beets ener n.d. 
(8) St.. Louis & Belleville Electric Rail-|) ........0..0ccnccuwosrcvcserns n.d. 
way Co. 

88" TPenn-Texas \ Corp iis. os sia isrecetarveis alee) MP a meer eTO AME otrieteters fe tals ekeretateevelevils ele Diversified corp.—mfrs. machine tools,| 94.3 
cranes, heavy industrial equipment; 
produces oil, gas, coal 

Increased direct holdings of Fairbanks,|Mfrs. industrial engines and pumps. . 98.8 
Morse & Co. to 137,200 shares 
83)" Pet: Mill Cov ouihetetis's ots; tales oratereiase 0 || eth eran rectors ren ete are Makes evaporated milk, ice cream and| 54.4 
dairy products 
Crystal Canning’ CocF. ccc cece ta, cena mee riceiiee Hater netic’ sic eee n.a. 
84). |'Pierce Governor Co.; nests cesiyoss) | ile hone echo hee cine atae steausitees see Mfrs. speed control devices.......... 3.7 
(1) Columbus Malleable Iron Co..... Mirs. castings 42. anette = ree 0:3" 
(2) 332,000 shares of Waltham Watch Co.|Engages in watch making and elec-| 4.9 
tronics 
(8) STD Incaryeuen een ees eee Mfrs. metal stampings.............. 0.3* 
85 | Plough ne Fiera tinc cc sss ce cae cree LL AMES ed Oe ere ee GREE, ate care, wives Mfrs. medicinals, cosmetics and miscel-| 12.5 
laneous products 
Merged: 
(1) Musterole Co................. 1.0* 
and Both mfr. medications............. 
(2) Bi WelRose Cores caeir cere ) Ome 
86 | |Plough Broadcasting Cole ce a” MI seb otis Utaks lesetete'elstare’s iepeus dose ute state ok Ut River Ret ster Seether ee oe n.d. 
(Sub. of Plough Inc.) 
WCOP: a Boston radio stationste 2)! WM Laeneanek Qoxeeteor att vaccine 2 

87°, Pratt, &- Whitney: Co: dnek ny. egret ett | mbes yea uae tee ents eines ee Mfrs. machine tools; cutting and small] 1.0* 

(Sub. of Penn-Texas Corp.) tools, gauges 
Jacquith 'Carpide Die Corpyssacs-ante pn sabes ete tet + = oe el te eee n.d. 
88." .(Quaker Oats ‘Cons ant wcisuisinta inte Nl "hing sia? cau eieeineeis ote eimai Food processor; mfrs. cereal food prod-| 134.0 
ucts 
Richards ‘Grain Co. j.:..45.5 cinsaicctas ee eee Laas Se es aehenka eat eats n.d. 
$9” |Quemont-Mining ‘Corpt Dtdiien..cce ten nt as ae ee eee ieee el ole Mines gold, silver, copper zinc and| 16.4 
yrites 
Increased direct holdings of Geco Mines Se erg ARI n.d. 
Ltd. to 50,335 shares 

90 _|Roberts-Gordom Appliance:Corp.s. 1/0 aeueleeiteee oles sees wre me eens Mfrs. conversion gas burners and unit 1.5 

heaters 
George: H. Jackson Lids. 2..\ scsuse) ||| eee BR Oo Be I NSS n.d. 

61) |St#Repis: Papen: Coes... ccatostareta mt oh ekuersioale sete ata er Mfrs. multi-well bags, kraft, publications} 258.7 

papers 
(1) Pacific Waxed Paper Co......... Makes paper, film and foil protective] 1.0* 


packaging material, cellophane, pliofilm 
and other materials 
(2) One million common shares of Grow-|Mfrs. fiberboard containers for farm, 6.5 


ers Container Corp. industrial use (annual 
: sales) 
(3) 80% of common stock of Rhinelander] Mfrs. greaseproof packaging paper. . . 25.0 
Paper Co. 
92'*|SapphirePetroleums' Ltd css scp sh |e a gischoteteteee etectotetet tear tetetisiteie eters Engages in oil, natural gas operations in} 8.9 


q , western Canada 
Substantial share interest in Chemical]Owns patents on crude oil cracking pro-| 10.4 
Research Corp. cess, chromium plating of aluminum 


processes 
98 - |Snnpson Lumber Cow... ss. nce a lecavens, ee tera Ras oieten' solace ed Oe ee eles Produces lumber! +... css. +t fetes n.d. 
Outstanding stock of Northern Redwood] Produces lumber..................- 5.7 
Lumber Co. 
94.) |Snap-On-ToolsiCorp’...sccs odes cee | elevates nerbeay aioe sini ties) are eee Makes wrenches, hand tools, auto and} 14.6 
aviation tools 
Assets of Joseph Weidenhoff Inc..... Mfrs. ignition equipment........... 1.0* 
(Sub. of Bowser Inc.) 
O5.y (Souths (digs ie tana ts. ahicatere 8 | 0: Bile wetted ya ay A eMMetarde itr aia. ane Publishes newspapers and operates com-| 15.8 


: mercial printing plants 
Printing/division of Nicholson Ditdi sen e |si0 ic eo..0:4cdine aut eked asses clases ae 
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Mergers and Transfers of Existing Facilities—continued 


Size! 
Purchaser/Seller Property Acquired Description Bs im oan 
ONSHORE roductioniCo Ree IPT MIAMR clelad dca dloscnee cS od ae warmers Produces natural gas, oil............. 77.4 
Frederic R. Harris, Inc............. Marine engineering firm............ n.d. 
Spee tenin) LADEN yore marie ieee MMM Me roicler cheaters cinicinisoio(e Nome Seo I MN | Paig-siore\tls.e = oi eye's siersiece sic slevie iste n.d. 
Substantial interest in Marcus Bedspread]... ............ cc ceeeeeeeees n.@ 
& Drapery Co. 
Sania GLAncs, TCH eee. Oat eE MAM fed tekcw cells tees eS weine asia ew Produces diversified line of food prod-| 104.3 
ucts 
Assets of operating divisions of Clinton] ..................cccceeeeseee | tees 
Foods, Inc. 
Srarovabulcding | Specialticsy Gomer MMI Es osc fvae «Malacca elavsieleis clereieis 1 || feyaieidie sjoiw,d esac tle woes sie braces n.a 
(Sub. of Stanley Works) 
Net assets of Denison Corp......... Mfrs. aluminum windows, doors..... 1.5 
Breriing actors Corp. ie -periesaae) © ii Mals deerte ste lets omer salasteete se Commercial financing firm.......... n.d. 
Assets of Alliance Factors Corp...:.. Commercial] financing firm.......... n.d. 
SLOrer Broadcasting Gone carl tIn WELEM foldla ops) sl oiwic.o heivienein a aaisie oeiai daisies Owns radio, TV station............. 50.3 
Increased direct holdings of Standard} Produces steel tubing for automakers. 4.0 
Tube Co. to 255,252 shares 
Sentinal Cras SEEVICCALNO ME, E tecien ie) a} [Llib ers ecai.n oioreia orn ain aiviovcier nw dew wines Distributes, sells liquefied petroleum gas 2.9 
Liquehed ) petroleumegas'® bisimess JOf|V It. 6. ys yoda t we dvi t cc beens | soe 
Fannins Gas & Equipment Co. 
SLOT COs SMS ce GicanIagis matt ge aie ai oie a oe Or Engages in drilling wells, operating wells,| 14.0 
pipelines, refining, marketing gasoline, 
fuel oil, etc. 
Merged International Mining Corp. (new|Investment firm................... 1.3 
name will be Sunset International Petro- 
leum Corp.) 
SOMO OL ni fctasc Ast tO Loe MME [aise Soe) tale cfet tot SesteTalorete aie lecclsiats afl Renders petroleum engineering consult- 0.3 
ing services 
Lamphere & May and Donnelly and]30 producing oil wellsin West Texas... |... - 0s eee eee eee eee eee ee fee ee 
Echols (independent oil operators) 
Mexastindustries Ines erases eqernen press de Tae eae ERT TRS 6 6 Produces ‘“‘Haydike” clay or shale aggre-|_ 10.0 
gate, sand, gravel, mfrs. concrete units, 
pipe 
Schwartz Supply Co................ Ready mix concrete producer and build-|__—_”.a. 
ing materials’ distributor 
BEE METERS TITOTICATR LIEGE cr Fafaseiesi ciaicion tvimmmsitl MMNMGTAL ueass| dy hth sia henssnssse va, sania (Sisasicue co IMifrs | LOXG OS. 5,4, foye guna, csoveseuecaibiniercrnd 150.9 
(1) Myrtle-Point Veneer Co......... Mfrs. green veneer................- 2.25 
(annual 
sales) 
(2) All the stock of Carolina Bagging Co.|Mfrs. cotton batting, sisal pads, carpet] 1.0* 
cushion, automotive felt, jute bagging 
and cotton ties for covering bale cotton 
(3) Outstanding stock of Benada Alumi-|Makes aluminum windows, etc...... n.a 
num Products Co. 
(4) Assets of Campbell, Wynant & Can-|Mfrs. castings for autos............. Lie 
non Foundry Oa. 
aiteawyater Associated Ul OOrccw ce ee nites cncice vv ss vattalats syans Integrated oil company............. 485.4 
(1) Sagamore Oil & Tire Co......... Oil marketenismear sate -puisclesadl> « n.d. 
(Sol OU Co signa acolo se aici Oil distributor. sscysec: este aici ate n.a. 
gi Lei ateusl ites gegen oneasepacae ell li eBph eH ConGnn son otaaortagonua Mfrs. aircraft, missiles equipment. ... 1.3 
Merged Haller, Raymond & Brown Inc.|Engages in electronics research, develop-|_ _”.¢. 
ment 
ERMAA TC EO! VOLES LAC tot nyiaride nt BL u a od tussefe ela sse sto ais: a. cabal ayes afore ets Mfrs. fabricated steel plate products. 5.8 
Minority santereste in Dominion. Scotty) ...2 sercm eye. ons o cyaisicignsie olelstale ave oe n.d. 
Baron Ltd. 
et Mele Vision COND acre sciies Nae MN cite ia Vener Certiatens: ois so ste a ic, Ue | geen rating ole crcctte ake an ro gees ca Sea n.d. 
an 
raneril ialway Signal Cor .citcsk dh WP Pee ohhh ees ton sies «aca wid a teuete ae Mfrs. railway signalling devices. .... 16.7 
Stromberg-Carlson Co............. WHAM-AMs WHEM and, WHAM-TY,|) ') 8. sinc oie Sdagts Badoccdian heel: Reina 
(Sub. of General Dynamics) TV and radio station properties 
Borers Sy ASROCIALER Se seu naire fa Th nite « lat ta Seietielsicinisy telasmieleame [a camecsce veccon Cet ae epee tah mbt a n.d. 
Substantial stock interest in Brown-|Mfrs. screw machine products....... 0.7 
McLaren Mfg. Co. 
(dn ONES PEL! jg lie ty Sachse beet fan gneve Spinone 3 ESE CHAGOO Mee CAM DMEM SPISeOLIDICInC me Stn) qo camer n.a 
(Sub. of Philadelphia & Reading Corp.) 
Republic Textile Equipment Co... Proto vee E Orne wie atti, esr cic rome fl Mts aeierelsia tolerate cin Qalongesaced Ou 
De GUSELIEA 5 250, chtte rele wit | CPR e DRIER. sie a alia stalaya Sales oe is'e Mfrs. railroad cars and power presses . 16.7 
(1) Assets of General Farm Equipment|Industrial and agricultural equipment] 3.0 
Co. dealer (annual 
sales) 
(2) Assets of A-1 Bit & Tool Company Mfrs. tools and valves for petroleum in-| —7.a. 
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Mergers and Transfers of 


Existing Facilities—continued 


Size! 
No. Purchaser/Seller Property Acquired Description : ee 
114 . | United Stockyard Corp .ji.i, <icte sisi 9 YU ls se sieiare ti cieiaie 6 oieio'e eseiernsisivinyviniciene Stockyard company................ 20.5 
(1) Controlling interest in Federal Steel} 0... ccc cence cee ceevesces n.d. 
Products Corp. 
(2) All outstanding shares of Zenith Steel] 6... eee eee n.@. 
; Casting Co. 
TIS i0| Vulcan! Corporation yeysserce ies fone eietternc edhe Sey Pete tiehe ten o mcen etek stayer alas Manufactures wood heels and lasts. . 8.5 
Morton, Last Copen scmhsrete nen ats es Manufactures Jasts................. O25 
116. | Walgreen Company.......cscicsicisecesicic: |) _ goin bavateas a etayetmctete rey #teve aie ete taea or Drag CHAM CK 5.5). 0s = aerate eau) we 48.8 
Chemists Supply Co................ Operates two stores and a specialized} n.a. 
supply business 
117 |Western Development Co. of Delaware} .......... eee cece e teen eens Acquires, develops, operates oil, gas and| 2.7 
mineral properties 
Assets of Permian Royalty Co. No. 2 Owns producing and nonproducing roy-|_ n.a 
alty interests 
118 Hi) Weyenberg: Shoe Mi fgaiGarity:..4. =~ foers mm | Oe eto cvek pater lodenateleneiena dees aetna eters Mfrs. men’s dress and work shoes.... 10.1 
Capitalistock of Concord!ShoevProducts}iq :2 ceec te otis cecal: «a icin a eee ee 
Co. 
119) 4 White Sewing MachineyCorp 24. eerie oppstevoicis cnet )ucl- cee Pio eee reiticlk ra) Mfrs. domestic sewing machines... . 15.1 
Strong, Carlisle & Hammond Co.... Mfrs. steam valves, screws, etc...... 1.0* 
120 | Williams (RB. C.) and Co.acs.... scl. Biv ewcis ae ete RCo ere auciaie ae Imports, exports and distributes food] $3.1 
products 
Entire capital stock of: 
(1) United Home Dressed Meat'Co. || \ Ri eeneiiins ocak caso cc snas seine n.a 
(2) Mahoning Stores Ene: i:taeirterd.d toy ei ares wats |. Stakes aeanevsiele > clef os n.d. 
(8) Cooper:Supply: Co! txanctices Pe ewig Bisieiekeis.tsieintels ise © alge sie dictelp oie aus n.d. 
ERI. || Woods: Mfg.'Co. Ltd 8 ais. hone cee Nee five ee eatery cree en oe ee Mfrs. sleeping bags and robes...... 18.8 
Control of Wabasso Cotton Co. Ltd. . Cotton manufacturer..............- 9.8 


1 Assets, unless otherwise stated 
Sources: Moody’s Industrials; Standard & Poor’s; Thomas’ Register 


n.a.Not available 


* Minimum capital 


Business Forecasts 


(Continued from page 256) 


tons at the end of March. In any case, government stock- 
piling purchases are counted on to absorb any burdensome 
excess.” 

Dr. Raymond Rodgers, professor of banking at New York 
University (as reported in the New York Herald Tribune, 
May 15)—‘“Maryland bankers were warned today that 
the nation’s business activity faces a decline before 
LOST. ats) 


“.. . Dr. Rodgers . . . warned that ‘weaknesses in the 
economy are multiplying and several of them seem to be 
accelerating.’ 

“Dr. Rodgers . [said that] business activity has 
passed its peak and is decreasing and that the nation’s 
business faces ‘a steady decline until late in the fall . . 
it could remain at a high level during May and June and 
decline more sharply during the summer.’ 

“He cautioned . . . however, against any undue pessi- 
mism. He said it was still expected that the nation’s 
total gross income for the year would exceed that of 
1955.... 

“Dr. Rodgers foresaw two possible business trends for 
the months ahead. He said: 

““One possibility is that the decline, which apparently 
has started, will continue slowly and gradually month by 
month until late in the fall. The other possibility is that, 
under the stimulus of current momentum, business activity 


will remain at high level through May, June, and possibly 
July, and then will experience a more pronounced 
decline. 2.77” 


Third-Quarter Pivot 


(Continued from page 241) 


gauging the situation in the third quarter, that these 
two weaknesses are not entirely additive: the auto- 
mobile curtailment will itself represent a principal 
area of the total inventory liquidation in the third 
quarter. Nevertheless, it would be a brave analyst, 
and a solitary one, who would now call the industrial 
production index in the third quarter at a level within 
several points of its average level of 141-142 during 
the first half of the year. 

Whether such a drop will lead into a recovery in 
the fourth quarter still hangs on a number of uncer- 
tainties: production targets for fourth-quarter assem- 
bly of 1957 automobile models; the effect of a steel 
strike (if it should occur) on inventories; the resist- 
ance of capital-goods spending plans to the erosive 
effects of a third-quarter dip, and of stock market 
declines; and, perhaps above all, the willingness of 
the consumer to return to durables markets after a 
brief but determined withdrawal. 


Apert T. Sommers 
Division of Business Economics 
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Studies in Personnel Policy 


No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No, 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 


152—Employment of the College Graduate 
151—Tuition Aid Plans for Employees 
150—Handbook of Union Government, Structure and Procedures 
149—Pension Plans and Their Administration 
148—Retirement of Employees 

147—Company Health Programs for Executives 
146—Company-Paid Sick Leave and Supplements to Workmen’s Compensation 
145—Personnel Practices in Factory and Office 
144—Recruiting and Selecting Employees 
143—Fringe Benefit Packages 

142—Executive Development Courses in Universities 
141—Severance Pay Plans 

140—Management Development 

139—Company Organization Charts 

138—Bulletin Boards 

137—Escalators and the New BLS Index 
136—Employee Magazines and Newspapers 
135—Suggestion Systems 

134—Cooperative Medical Programs 

133—Employee Savings and Investment Plans 
132—Stock Ownership Plans for Workers 
131—Employee Induction 

130—Time Off with Pay 

129—Communicating with Employees 
128—Computing the Cost of Fringe Benefits 
127—Union Security and Checkoff Provisions 
126—Controls of Absenteeism 

125—Information Racks—A New Communications Medium 
124—Developments in Supervisory Training 
123—Letters to Nonsupervisory Employees 
122—Evaluating Managerial Positions 


In the May Management Record 


SUB—Insured or Vested Plan?—which of the two types of SUB plan pro- 


vides greater benefits to employees. Which means lower costs for the 
employer? An analysis shows that the employee’s specific situation will do 
much to determine which plan is better for him over the long run. And 
the employer’s appraisal must take in both the cost of his SUB plan and 
state UC. 


Strike Strategy and Unemployment Compensation— Many states have es- 


cape clauses in their laws which permit striking employees, under certain 
conditions, to collect unemployment compensation. How do such provisions 
work? And how do they affect the strike strategy of a company and a 
union? The article discusses these and other pertinent questions. 


New Savings and Investment Plans—These new “thrift plans” are all 
based on regular employee payroll deductions plus specified company con- 
tributions. But the fifteen plans analyzed in this article vary in most other 
respects—such as how much is deducted from the employee’s wage, how 
much the company contributes, how the money is invested and when the 
plan pays off, 


Marks of the Good Worker—ideas on what should be included on a merit 


rating form are constantly changing. Today, many experts believe that 
no item that can be measured objectively, such as punctuality or attend- 
ance, should be ‘rated.’ But such material can still be entered on the 
form, as it is useful to both the merit rater and, eventually, the company. 
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Fluctuations in Production and Diffusion Among Industries, 1947-1955 
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LIGHT FROM DIFFUSION. 


Business cycle studies suggest that a revival is limited in its early stages 
to a relatively small part of the economy. As it becomes more widely 
diffused, it takes on scope. At some stage, it will continue, but with 
lessened vigor as downturns begin to appear. When, in turn, these 
weaknesses "take on scope," contraction begins. .. . 


The behavior of The Conference Board's diffusion index conforms 
closely to expected patterns of cyclical diffusion. While it cannot be 
used mechanically for predicting events to come, it can help in gaining 
current perspective. And as a device for identifying current and near- 
term business trends, it can add considerably to the effectiveness of 
business forecasts. 


Learn more about the uses and limitations of diffusion measurements 
by writing for: 


CYCLICAL DIFFUSION: A NEW TOOL FOR BUSINESS ANAL 
Technical Paper, No. 5, sent free of charge to Associates upon 


] 
4 


